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REPORT OF THE WORKING GROUP OF OFFICIALS ESTABLISHED TO 
^REVIEW CRITERIA FOR THE ISSUING OF BANKERS' OPINIONS 

INTRODUCTION 

In its Final Report , the Royal Commission of Inquiry into the 
Activities of the Nugan Hand Group (Stewart Commission) made 
a number of policy recommendations including 
Recommendation 11. 8 , namely: 

'That a committee be set up to liaise with appropriate 
professional bodies, such as the Australian Bankers' 
Association, with a view to establishing criteria to be 
followed by banks in respect of the issuing of opinions 
concerning their clients' financial standing and worth 
which they have reason to suspect will be relied upon in 
that regard by those requesting such opinions or those to 
whom such opinions are to be, or are likely to be, 
directed. ' 

2. At its meeting on 25 July 1985, the Officials Committee 
on Law Enforcement agreed to the establishement of an 
informal working group of officials from Treasury, the 
Reserve Bank and Attorney-General's Department to consider 
this recommendation. The Reserve Bank subsequently consulted 
with the Australian Bankers' Association on the matter and 
information was collated by Treasury and Attorney-General's 
Department on the current legal standing of, and practice 
with, issuing bankers opinions in Australia and other 
countries. 



MM 

2 

^DEFINITION 

3. w As the term implies , banker's opinions are essentially 
references or opinions provided by banks, to other banks , on 
the financial standing and worth of their clients. Such 
opinions are normally expressed in general terms and are 
based on a knowledgeable assessment of the client's financial 
standing and history. 



BACKGROUND TO MR JUSTICE STEWART'S RECOMMENDATION 

4. The concerns that led the Stewart Commission to focus on 
bankers' opinions arose from the apparent ability of the 
Nugan Hand Group to influence the issue of favourable 
opinions on its financial standing and the subsequent very 
effective use made of those opinions in expanding the Group's 
activities, particularly in South East Asia. 

5. Of particular concern to the Stewart Commission was its 
finding that, through a process of negotiation between the 
principals of the Nugan Hand Group and the branch Manager of 
the bank with whom it dealt, the Group was able to inject 
into the bank's 'opinion', selected balance sheet information 
that had essentially been contrived to give an impression of 
a strongly expanding asset base. At the same time, the 
Stewart Commission found that the Nugan Hand Group was also 
able to achieve, through a series of suggested drafting 
amendments, the omission of other essential information, such 
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profit performance, and to have incorporated information 
on the activities of its overseas affiliates which did not 
deal directly with the bank giving the opinion and on which 
the bank was not therefore in a position to make any 
assessment. 



CURRENT PRACTICE IN ISSUING BANKERS OPINIONS IN AUSTRALIA 

6. The Australian Bankers' Association (ABA) has advised 
that while there is no formal code within the banking 
industry under which opinions are sought and given, similar 
standards and conventions are observed by all banks. In 
essence, the opinion process in Australia amounts to an 
exchange of information on an inter-bank basis, opinions 
being sought by banks on behalf of customers. Banks do not 
respond to requests for opinions concerning their customers 
from third parties. 

7. information disclosed in response to requests for 
opinions is provided on a confidential basis and a 'without 
responsibility' disclaimer. Nevertheless, because of the 
important principles involved, opinions are authorised only 
by senior bank staff. 

8. As indicated earlier, opinions are based on information 
that is available to the bank directly by way of its dealings 
with the customer and, where appropriate, publicly available 
factual information. They are expressed in general terms 
and, reflecting a bank's obligation to secrecy in its 
dealings with clients, specific details such as account 
balances, borrowing arrangements and security held are not 
divulged. 
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^RRENT LEGAL POSITION IN ISSUING OPINIONS IN AUSTRALIA 

9. Notwithstanding the fact that bankers 1 opinions are 
issued with a disclaimer of responsibility, there is a 
considerable body of case law dealing with the provision of 
information and advice and it is well established that 
bankers are under a duty of care to ensure that information 
provided in opinions is factual and given without 
negligence. While there would appear to be numerous 
precedents in case law, two major Australian cases, in 
particular , have resulted in judgements being given against 
banks for being negligent in failing to exercise reasonable 
care and skill in giving an opinion or because the opinion 
was false or fraudulant, or given recklessly without regard 
to the truth. 

CONSIDERATION OF THE ISSUES 

10. In considering the concerns raised by the Stewart 
Commission, the Working Group first acknowledges the 
Commission's observation that the circumstances whereby a 
managing director of an alleged merchant bank was, in effect, 
able to prepare his own bank reference were extraordinary, 
particularly given the clear, well established legal 
obligation on bankers to exercise a duty of care in issuing 
opinions on their clients. 
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11. The Working Group nevertheless considers it is 
^^particularly relevant that obtaining favourable opinions on 

their activities was but one part in a chain of deception and 
fraud perpetrated by the principals of the Nugan Hand Group. 
As noted by the Commission , the first step in this chain was 
the preparation of a set of accounts which misrepresented the 
true financial position of Nugan Hand Ltd (particularly in 
conveying a false impression of a rapidly expanding asset 
base) . The second step was to obtain the cooperation of the 
Nugan Hand Group's auditors in certifying these accounts. It 
was largely on the basis of those certified (but false) 
accounts that favourable opinions on Nugan Hand Ltd's 
activities were able to be elicited from the Group's bank, 
the Pitt and Hunter Street branch of the ANZ Group. 

OPTIONS 

12. In considering a possible Government response to the 
Stewart Commission's recommendation there would appear to be 
essentially two options: 

a) Accept the thrust of the Commission's recommendation and 
seek to establish, either by legislation or voluntary 
cooperation, a set of guidelines to be followed by banks 
in issuing opinions on their clients; or 

b) continue to rely on the internal standards and 
conventions currently followed by banks in issuing 
opinions against the background that: 
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the circumstances under which the Nugan Hand Group 
were able to obtain favourable opinions on their 
activities were extraordinary; and 

the 'duty of care doctrine' already provides 
considerable legal sanction against negligence in 
the issue of opinions by banks on their clients. 

13. Option (a) has a possible advantage in that it could 
provide for some standardisation of the nature and detail of 
information included in bankers' opinions and, in particular , 
could go some way to meeting the specific concern of the 
Commission that only selective (ie favourable) balance sheet 
information was included in the ANZ's reference on Nugan Hand 
Ltd while other more important information, such as the 
Group's profitability, was excluded. That concern 
notwithstanding, the fact remains that the abovementioned 
first two links in the chain of fraud and deception 
perpetrated by the Nugen Hand Group were crucial to 
favourable opinions being obtained. Since those two links 
were clearly beyond the purview of information that could 
reasonably be expected to be subject to verification by any 
bank, it is extremely doubtful whether any prescribed 
guidelines would have materially altered the nature of the 
bank's opinion in this instance. 
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^^.4. As indicated earlier, the essential basis for issuing 
opinions is the bank's knowledge of the manner in which the 
client has conducted its accounts and the clients reliability 
in meeting its commitments to the bank . From the information 
available, it would seem that the Nugan Hand Group carefully 
orchestrated its dealings with the branch of the ANZ with 
whom it dealt to ensure an impression of reliability and 
soundness on both counts. 

15. Moreover, as clearly exemplified by the examples in the 
Commission's Report of opinions issued by the ANZ and others 
on the Group's activities (reproduced at Attachment B) , the 
detail of information included varies considerably and is 
essentially dictated by the nature of the enquiry itself, 
indeed the ABA have advised that the vast majority of 
opinions are given orally and there is a preference for that 
form of conveyance. 

16. Against that background, the Working Group concludes that 
implementation of formal guidelines to be followed by banks 
in issuing opinions is neither practicable or necessary in 
meeting the concerns of the Stewart Commission. Banks 
already have in place quite stringent guidelines for the 
issue of such opinions and the 'duty of care' doctrine 
provides considerable legal sanction in ensuring they are 
adhered to. Furthermore, the Working Group notes that the 
Commission's other recommendations directed to the first two 
links in the chain of events mentioned above, particularly 
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^Recommendation 11.7 concerning the scope and duty of 
auditors would, if effectively met, go a long way to 
ensuring that the circumstances giving rise to its concerns 
regarding bankers' opinions do not reoccur. 

17. The Working Group also notes that the issuing of bankers' 
opinions is not a matter that appears to be subject to any 
governmental direction in other countries. A summary of 
practices in issuing bankers' opinions and their legal 
standing in the UK, US and Japan is provided at Attachment C. 

18. The Working Group recognises, however, that there were 
several shortcomings with aspects of the opinions issued by 
the ANZ on Nugan Hand Ltd identified by the Commission that 
should have been readily apparent to the bank since it would 
seem from the evidence available that they went beyond the 
bank's own criteria and guidelines. The Working Group 
considers therefore that these shortcomings identified by the 
Commission should be brought formally to the attention of 
banks with a view to seeking their assurances of greater 
vigilance in avoiding future problems. 

RECOMMENDATIONS 

19. The working Group considers that the implementation of 
formal guidelines to be adhered to by banks in the issuing of 
opinions on the financial standing of their clients is 
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neither necessary or practicable in addressing the concerns 
raised by the Stewart Royal Commission. It nevertheless 
recommends that the concerns of the Commission be formally 
brought to the attention of banks , by way of the attached 
draft letter from the Governor of the Reserve Bank, with a 
view to seeking their assurances of greater vigilance in 
avoiding the shortcomings identified in future. 



The Treasury 

Attorney-General's Department 
Reserve Bank of Australia 
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ATTACHMENT B 



PRACTICES IN SOME OTHER COUNTRIES 
(i) UNITED KINGDOM 

Legal Standing 

There is no British statute law which relates directly to 
bankers' opinions, and no recent case law. Banks distinguish 
themselves from credit reference agencies (which a/£subject to 
the provisions of the Consumer Credit Act) , in that the 
latter obtain information about other parties in order to 
provide it to third parties. 

Current Practice 

2. The practice followed in issuing bankers' opinions in the 

UK is, as might be expected, essentially the same as that in 

Australia. In essence, the clearing banks issue standing 

instructions to their branch managers about preparing 

bankers' opinions. These instructions indicate whose 

requests for opinions are to be responded to, and how to 

e 

respond. Under th0se instructions, bankers' opinions are 
normally issued by a branch manager on the same day as the 
request is received, and on the basis of the information he 



ha^^o hand about the running of the client's account and his 
knowledge of the client's business. 



(ii) UNITED STATES 

Legal Standing 

3. There is no legislation specifically relating to the 
issue of bankers' opinions and neither the US Treasury nor 
the Federal Reserve Board play any role in the oversighting 
of the practice. The involvement of the authorities in the 
use of opinions appears solely related to opinions/references 
between governmental instrumentalities. 

Current Practice 

4. It is difficult to assess the role of bankers' opinions 
in the United States given the vast number and variety of 
financial institutions. Major banking houses do provide 
references for valued clients but these are tempered by the 
knowledge that legal recourse may be taken for any damages 
resulting from a misleading reference. In essence, the issue 
of bankers' opinions/references appears to be solely a matter 
for individual institutions to determine and there may not 
even be any informal guidelines governing their use. 
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(iii) 



JAPAN 



Legal Standing 

5, There are no specific laws or regulations (for instance, 
in the Banking Law), governing either, in the first instance, 
the terms in which bankers' opinions are given or secondly 
the nature of the legal liability that might subsequently 
arise. Any damages or compensation that might be sought 
would be a matter of contract law. 

Current Practice 

6. It would appear that the issuing of bankers' opinions is 
not a practice extensively followed in Japan. In fact, 
general policy seems to be for banks to withhold information 
from their competitors about the financial standing of their 
customers, especially information pertaining to a customer's 
overall position. This policy has been adopted to protect 
their established clientele and business, an attitude that 
has been reinforced in recent years because of the declining 
demand for banking loans as a result of financial 
deregulation in Japan and the growing trend for companies to 
fund themselves directly from the market. On the very rare 
occasions that a bank would write a recommendation about one 
of its clients to a third party, this would be dictated by 



ex^^mely unusual circumstances and where it was judged 
absolutely necessary in order to secure joint funding of a 
particular activity. 



7. There are, however, circumstances in which information 
exchanges occur informally between banks. Although confirmed 
in writing the exchange is essentially conducted by telephone 
and is governed by certain conventions which the oanks accept 
as having no legal force. These are that the bank giving the 
information accepts no responsibilities, that the receiving 
bank undertakes to observe the confidentiality of the 
information and that the requested bank is not obliged to 
furnish all the information sought. 
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The 




Treasurer 




CABINET SUBMISSION NO 



SPECIAL MINISTER 



GOVERNMENT'S RESPONSE TO FINAL 



OF STATE 



THE NLJGAN HAND GROUP 



OF INQUIRY INTO THE ACTIVITIES OF 



REPORT OF STEWART ROYAL COMMISSION 




The Special Minister of State is seeking Cabinet's approval 
to proposed deletions from the text of the abovementioned 
Report that is to be released publicly and endorsement of the 
text of a statement the Minister proposes to make to 
Parliament during the tamrreuL gilLineja on the Government's 
response to the Report. 

BACKGROUND 

2. The Commission was established in 1983 to investigate the 
alleged involvement of the Nugan Hand Group in drug 
trafficking, arms dealing and dealings with the CIA and 
alleged breaches by the Group of other Commonwealth and State 
laws. While the Commission's final report concludes that 
there is no evidence to support the allegations involving 
drugs, arms dealing and CIA involvement, it did find 
considerable evidence of breaches of State laws (principally 
provisions of the Crimes Act and company laws) and of 




j3> 
19, 




Commonwealth laws in respect of taxation, the foreign 



exchange i eg^ilaLiuus as they then applied and the Royal 
Commissions Act, 

3. The Royal Commission did not make any recommendations 
concerning the prosecution of alleged offences under 
Commonwealth and State laws but indicated that information in 
those respects ha^ been passed to the relevant law / /J / 



enforcement author i ties J 'it did, however/ make a number of ( 
policy recommendations in respect of:- 

proposed amendments to the Royal Commissions Act; 

access to banking records in the Cayman Islands; 

the enactment of legislation to provide for the 
specification of the duties of auditors and for a review, 
by the NCSC, of the Companies Code; and 
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the establishment of a Committee to review criteria for 
the issuing of "bankers' opinions" by banks on the 
standing and worth of their clients. 



4. The Commission's recommendation regarding access to 
banking records in the Cayman Islands is already being 
pursued in other contexts (a similar recommendation was made f 
for example, by the Costigan Royal Commission) . The only 
on-going matter arising from the Commissions recommendations 



which is of direct relevance to fmui ^portfolio interests 
therefore^ concerns bankers' opiniorj^ The Commission's 
concern regarding this matter arose from the alleged manner 
in which the Nugan Hand Group was able, through a series of 
negotiations with a Branch Manager (now deceased) of the ANZ 
Bank through whom thoy dealt, to influence the issue of 
favourable opinions on its financial standing and the 
subsequent very effective use made of those opinions in 
expanding the Group's activities, particularly in South East 
Asia. 



5. At a meeting of the Officials' Committee on Law 
Enforcement on 25 July 1985, a small informal Working Group 
comprising officials of Treasury, the Reserve Bank and 
Attorney-General's Department was established to examine this 
matter. We are currently assembling the relevant background 
information covering the use of bankers' opinions and intend 
submitting the Working Group's recommendations on the matter 



COMMENT 



r 



«7 



St 



6. The proposed deletions ^fcqj^the publicly released Report 
essentially relate to a number of individuals named 
throughout the text who are currently being f or will be, 
investigated by law enforcement agencies. In line with the 
Commission's recommendations, it is also proposed that Part 
10 of the Report^ which identifies specific alleged breaches 
of la\^ be deleted. With one exception^ of which you a re 
airpaHy aitaJEfrg the issue s raised are essent ially of a law 
enforcement nature. (T^e have -e^^S been consulted in the 




preparation of the text of the Minister's proposed statement 
and have no objections to it. 

RECOMMENDATION 

<<r^. It is recommended that you raise no objections to the 
proposed deletions from the Report and the text of the 
Minister's proposed statement. 



fT* ****** — * ^ ~WL 

******* ✓tra/w idUmtit* 
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8. A copy of this minute has been sent to the Minister 
Assisting the Treasurer for his information. 



R.M. Beetham 

First Assistant Secretary 
\, 1985 



Copies to: 

The Secretary 
Mr Moore 
Dr Higgins 
Mr Evans 
Mr Whitelaw 
Mr McBurney 
Taxation Office 
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1 November 198 5. 



Mr. 




John Eyers letter of 28 
October 1985, about bankers' 
opinions , refers . 



< 

Minister (Treasury) 
Australia House, 

Strand, London WC2B 4 LA 



So»«tOr 



D T MS| « D^Pirtv Soocio" 
J * But** B*ri«t» 
NCavc SofcCrtOr *• 

j M M«i er Soioiof E C jvou* 

(RP»ift Sofccnor SL*««V»fl Buniff 

S«*C>tor UGH teuton SoKilOf 

Scudof f £ >on So«i«of 
SJG*»t«n ffo>i S<xcit<y 



Our reference 

WFE/SVB 



Your reference 



© 

•••• 




J. S. Eyers Esq. , 

Treasury Branch, 

Australian High Commission, 

Strand, 

London , 

WC2B 4 LA . 



Solicitors 8- Legal Department 
11 Old Jewry 
London EC2R 8AA 

Telephone 01-606 9911 
Extension 3183 
Telex No 8813494 



28 October 1985 



Dear Mr. Eyers, 
Bankers' Opinions 

Further to our recent telephone conversation, I am enclosing as 
promised extracts from: 

1. The Report of the Committee on Privacy (the Younger Report). 

2. The Report of the Committee on Data Protection (the Lindop 
Report ) . 

You will see from the evidence supplied by the British Bankers 
Association that the Bankers 1 Opinion system in the United Kingdom 
has evolved historically and is based upon case law. Whilst it 
might not always be fully acceptable, it has nevertheless stood the 
test of time and bankers are reluctant to vary the accepted practice. 




Reg-stared m England 'No 14259) 
Registered 0*f-ce Poultry London EC?P 2BX 



CHAPTER 14 



Banking 



Evidence bud i 

14 01 We received submissions from, among others, the British Banker 
Association the Bank of England, credit card compan.es and individual 
baS ins'titut ons. Dunng our trip to Sweden we visited the Skandinavska 
EnsWda Banken (Scandinavian Bank Ltd) and the Swedish Bankers Assoc.a- 



tion. 



Tbe Younger Committee Report 

14 02 In a short chapter on this subject, tbe Younger Committee commented 
on three aW "of banking: the provision of bank references, the disclosure of 
Som?tK th rd partifs, and the computerisation of banking information 
sterns As ucundersund that the position recorded in 1972 has been overtaken 
by events we shall not rehearse the Younger Commmee s views here. 

14.03. Some of the developments previously envisaged 
materialise than had been predicted. We have already reported that the growth 
tfSSpu eriLion in the credit reference industry has been less rapid than 
erated and the current view of the Inter-Bank Research Organisation 
fwhSe present Lire^tor is one of our members) is that a fully cashless society 
rneithe P r possible nor desirable. Nevertheless, computers a« , £Ctttarl 
suited to the monev-transmission and accounting activities of the banks and 
we are impressed by the very rapid growth there has been in the use of computer* 
for banSTurposes: figures provided by the National Computing Centre sho« 
Sat i a pr'opTrtion of all personal information applications on their fade*, 
those devoted to banking activities have grown from 3% in June 1975 to 12.5 
in December 1977 (see Table 2 in Chapter 22). 

Tbe British Bankers' Association (BBA) 

14 04 The principal submission in this field was that of the British Bankers 
As'Sciation (BBA), which has some 300 members, and With *J 
Balk of Endand was associated. The BBA told us that the customer s right of 
p"acy ano confidentiality was enshrined in normal banking practice, but urged 
Sat there should be no restrictions on the use of information from published 
Suris VSe agreeing that the disclosure of information to third parties 
should usually require the individual's pnor knowledge and consen t the> 
Sated the view which had been put to the Younger Committee by ■the banks, 
Jnaf prior knowledge and consent was not always possible or advi>able in 
onJStoo Sh references obtained from individual referees or reference 
genets We understand that subjective analyses and judgments are not often 
held on computer. 
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14.05. The BBA's evidence was one of the most constructive submissions we 
received from a user body. They were concerned that the legislation should be 
applied flexibly so as to fit the different circumstances of users. The Association, 
which tentatively preferred the licensing approach to the alternative advisory 
mode! set out in the White Paper, suggested that all parts of a computerised 
information system, and not merely those parts where a computer was employed, 
should be regulated, and drew our attention to the importance of preventing 
transbcrder avoidance of data protection. 

14.06 The BBA submission was expressed in general terms, because they 
i like some other witnesses) had been hoping to engage in more detailed dis- 
cussions with U!> when our specific proposals had been drafted. We envisage 
(para-varh 19.29) that such discussions would be a matter for the DPA. which 
would be required to consult interested user bodies such as the BBA. 

A major credit card company 

14.0" We received evidence from a major credit card company which also in 
some respects acts a* a computer bureau. As with the BBA, their approach to 
the legislation was a positive one. The company made the usual reference to 
the need :*:r flexibility, the need to take account of user costs in implementing 
and nfl the legislation, and the need to include manual systems so as to avoid 
mere - rig the relative cost of using computers. The company said that it was 
alrea;;. concerned with stringent security precautions, and urged that there 
should be ~o restrictions on the use made of personal information from pub- 
lish;:- sources. They thought that there should be licensing and a Code of 
Pra:: :e. thai the transfer of information by third parties should require the 
indhiduaT* prior knowledge and consent, and that users should be required to 
take reasonable steps to ensure the accuracy of data and the identity of data 
subjects. 

V major clearing bank 

14.i ; One of the joint stock banks from whom we had evidence has se\eral 
mill :n current account customers and provides each of them with a statement 
at ieast once every six months. Branches of the bank have on-line access via 
terminate to a central computer, but each branch can access only information 
relu: ag t tis own customers. The bank's policy is to disclose information to 
Aire! rar: only under a legal requirement or with the customer's permission. 
The ?ank :old us that its policy was to retain records for six to ten vears. 
Because the information held on computer is comprehensive, additional printing 
lid be a major item if the bank had to supply all customers with an 
;r ~ - printout of the whole record. Account statements (the issuing of which 
h - corrcletety automated process) contain only the minimal information 
~ - - ^ r ; keep the customer up to date with the progress of his account. 
r - nfofrr.stion is limited in this way in order to preserve privacy and security. 
r ' s " • the only evidence we have received that the large-scale mailing of 
Ptt^ouu : data subjects would itself pose a serious data protection hazard. 
T_ : ^ani js no objection, in principle, to allowing the subject to see a C( p> of 
N >ro n request, but would strongly oppose any suggestion that it should 
: -"-->c :-igmenta] information to the data subject. 




Stock registration systems 

14 09. Tbe Bank of England wa^ associated with the general evidence submitted 
h\ the BB^ but wrote to us separately on the specific question of computerised 
stock registration systems. Such systems exist to facilitate the orderly, accurate 
and rapid processing of stock transactions and the maintenance of an up-to-date 
renter Manv banks act as registrars in this field, the Bank of England being 
the registrar for government stocks and those of other public sector borrowing 
bodies such as overseas governments and local authorities. 

14 10 The Bank urged that registrars should not be required to notify stock- 
holders named on registers of account details (eg to notify all transferees of 
stocks registered into their names), although there was no objection to supplying 
that information or request (indeed, this was current practice). Further, regis- 
trar should not be required to obtain the stockholder's consent before supplying 
information to his agent (usually an accountant, solicitor or bank): great care 
was taken in disclosing information to agents, and the information was usually 
limited to confirmation of facts presented by the agents themselves. Such 
requirements would defeat the purpose of the Stock Transfer Act 1963 which 
had been to simplify registration procedures and minimise the involvement of 
stockholders in formalities. 



Existing legislation 

14 11, There is a wide range of existing legislation under which banks may be 
required, in various circumstances, to disclose to third parties information about 
the affair^ of their customers or clients (a list of the relevant statutory' provisons 
is given in Appendix 8). Persons to whom banks may be required to furnish 
information or copies of documents relating to individuals include Inspectors 
of Taxes, the Board of Inland Revenue, Customs and Excise officials, the Director 
General of Fair Tradinc. inspectors of the Department of Trade, the Depart- 
ment of Trade itself, the Chanty Commissioners, the Director of Public Prose- 
cutions and (on a court order) parties to certain legal proceedings. In each of 
these cases. Parliament has decided that, in particular circumstances, an ex- 
ception to the principle of banking confidentiality must be made in the public 
interest. Decisions of this kind incorporated in legislation, will need to be taken 
into account when data protection measures are formulated. 



Evidence from Sweden 

14 12 We visited the Skandinaviska Enskilda Banken (Scandinavian Bank 
Ltd), the largest private bank in Sweden (having 2.5 million accounts) and met 
representatives of the Swedish Bankers' Association. Like the UK clearing banks, 
the Scandinavian Bank has a central data base linked by remote terminals to 
branches throughout Sweden. In the Scandinavian Bank cheques are retained 
in the drawer's branch and filed under the account number, cheque number and 
amount ■ the Head Office has transmitted to it only the data which is printed on 
the statement sent to the customer. We were told that "profile" construction was 
therefore not possible in the Swedish banking system, because the central 
computer system was not allowed access to cheque payment details held at the 
local branches. 
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14.13. The Swedish Bankers' Association told us that, when the Swedish Data 
Act was passed in 1973, the banks had at first anticipated being swamped by 
requests from individuals to have access to their record but these fears had 
proved to be unfounded : in 2\ years only 200 customers had asked to see copies 
of their record. This was partly because very little of the recorded information 
was omitted from normal statements; examples of the kinds of things omitted 
from statements are interest rate, overdraft facilities, securities for loans given, 
repayment statistics, and number of times overdrawn. Information is never 
disclosed over the telephone. 

14.14. The Swedish banks provided an example of a phenomenon which 
occurred because the regulations covered only computerised applications. 
They were refused permission by the Data Inspection Board (DIB) to compile a 
computer file containing details of persons known to have committed crimes 
asainst banking institutions; in consequence they now hold this information on 
a^manual card^index. which is outside the DIB's jurisdiction. Furthermore, we 
understand that they are permitted to flag a computer record to indicate the 
existence of a manual record. It may be thought that anomalies of this kind are 
likely to accumulate over time under a law restricted to computers, a point we 
have already made in our discussion of this matter in Chapter 2. 

14.15. An interesting point which emerged from our Swedish enquiries is that 
the use of a maiden name by a woman bank customer is not allowed, as it is in 
the UK. If anyone tries to open an account under a different name, this will be 
spotted because all Swedes have a national identity number, which the banks 
use. It is precisely this sort of situation which opponents of the Universal 
Personal Identifier in this country have in mind, a point we make in our dis- 
cussion of this matter in Chapter 29. 

14.16. Perhaps the most important point to emerge from the evidence we 
acquired about banking activity in Sweden is the value of allowing users or 
groups of users to be represented by an appropriate body in consultations with 
the DPA about a Code of Practice. The Swedish banks allowed their interests 
to be represented in discussions with the DIB by their Association, and we 
envisage that the Code of Practice for banks in this country would similarly be 
negotiated lareely between the DPA and the appropriate banking Associations. 



Conclusions 

14 17. The Youneer Committee commented that the advent of computers in 
banking did not change the form of the threat to privacy, only the degree. We 
concur\vith this proposition and we have pointed out in paragraph 2.12 that 
data protection is. in principle, as relevant to manual as to computerised 
information systems. 

14 18 The particular significance of the records kept by banks is that they may 
provide an extensive picture, not only of the individual's financial position and 
history, but of his way of life in general. This is inevitable since so many aspects 
of life are directly or 'indirectly related to financial transactions, and since bank 
records make it possible to identify the persons and organisations with whom 
the individual's transactions take place. The effect of computerisation, and of the 
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growing use of cheques, credit cards and other methods of making payments 
through the banking system for routine transactions, has been to make the bank 
customer's account record a potentially more easily retrievable source of sensi- 
tive information. In effect, the information about an individual available to his 
bank could, in principle, provide sufficient material for compiling a dossier 
about him; although currently, we are told, it is available only to those directly 
responsible for managing the account, it is this aspect of bank records which 
make^ the protection of the data they contain particularly important. 

14.19 There is nothing new about these risk*. Our evidence suggests that 
banking activity poses few of the problems and potential conflicts with data 
protection which we have identified in other areas. The banks have always 
treated their customers' affairs as highly confidential and their business does 
not. b> its nature, involve the disclosure of specific information to third parties 
except" for the purpose of accomplishing financial transactions. Furthermore, 
the banks' practice of providing their customers with regular statements of 
account means that the principle of subject access is already largely realised— 
more so. perhaps, than in most other fields. Finally, our evidence has tended to 
confirm that standards of security (and in particular, of course, physical 
security) are already high. 
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CHAPTER 10 



THE BANKS 

Evidence 

301 We received no complaints about banking practices from members of 
the public. We received written evidence from the Committee of London 
Clearing Bankers, which was endorsed by the British Bankers' Association, from 
the Consumers Association and from The Guardian. We took oral evidence 
from the Committee and The Guardian. 

302 An obvious source of information about the credit-worthiness or finan- 
cial commitments of individuals or companies is the bank holding their account 
and those who seek credit often explicitly authorise a potential grantor of credit 
to seek information about them from that source. The banks assured us that 
they considered themselves under a legal obligation not to disclose their custo- 
mers* affairs without authority and that they were conscious of the importance 
of confidentiality in the relationship. It is possibly not widely known, however, 
that it is the practice of banks to give to other banking institutions, in response 
to enquiries on behalf of their customers, confidential opinions as to the credit- 
worthiness, reliability and standing of those who bank with them. We were told 
that such opinions were expressed in conventional and general terms and only to 
a carefully controlled list of organisations. The banks* view is that, where the 
customer's express consent is lacking, his consent is implied by the fact of 
maintaining the account, as the practice is a well-established service available to 
all customers. In providing this information a bank does not act in the same way 
as a credit agency, because the information conveyed is the branch manager's 
personal and confidential opinion on a customer's financial position as assessed 
by him on the basis of the records of the bank. Unlike banks, credit agencies 
have no relationship, legal or commercial, with the individuals on whom they 
report. 

303 In 1969 the Consumers Association (CA) conducted an experiment in 
which a member of their staff asked her bank manager for a "banker's reference" 
on a eolleasrue, whose bank she named, in connexion with "a proposed obliga- 
tion of the order of £25 per month". She received a reply that her colleague was 
"highly respectable, of good standing and may be considered entirely trust- 
worthy in the way of business** for such a commitment. The subject of this 
report was never told that an enquiry had been made and the CA suggested that 
if this experience was standard practice anyone could find out a bank's opinion 
of any of its customers with ease and so breach the traditional confidential 
relationship. 

304 In the December 1971 issue of "Money Which?" CA reported the re- 
sults of a similar experiment : 

44 Money Which ?" has checked on the system [of bank references] by getting 
15 people to ask for bank references on 15 other people— with the tetter's 
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consent — concerning entirely mythical transactions. The 30 people involved 
all had accounts with the Big Four banks. 

All our enquiries were given a reference, and in none of these cases, did 
the bank manager tell the person being inquired about what was happening. 

We also arranged for bank references to be sought on a small number of 
people who — because of their incomes, job or public position — might per- 
haps have expected extra privacy. Again, our inquirers got their references, 
and our top people were not told that references were being given about 
them — so status does not seem to give you any greater immunity. 

Incidentally, most of the people who took part in our test had not re- 
alised that inquiries could be made by private individuals, and were sur- 
prised that such inquiries could be made without their knowledge." 
CA recommend that banks should not give references unless the customer who is 
the subject of the reference has agreed in writing. The Association thought that 
this should be easy to arrange at little cost. For example, in formal transactions 
involving, say, applications for credit, the form could— in the part asking for the 
bank's name and address — include a tear-off slip giving specific authorisation 
to the bank to provide a reference. 



Bank references 

305 The Committee of London Clearing Bankers told us that, provided 
details of the balance of account or of moneys paid in were not revealed, they 
saw no objection to the provision of references in the general terms used in the 
CA experiment. As to the implied consent of a customer to the provision of 
information, they relied upon the judgment in Tournier v. National Provincial 
and Union Bank of England 92 to support the view that a reference in such terms 
was not a breach of the customer-bank relationship. Since the matter had never 
been tested definitely in the courts, however, the banking world would welcome 
a clarification of the position. 

306 We asked if there would be any objection to notifying a customer when 
an enquiry was made about his financial standing or even expressly seeking his 
consent before answering it. We were told that this might damage'the relation- 
ship between the customer, whether an individual or a company, and the 
enquirer. It was explained that a bank would be reluctant to say, even in reply 
to a direct enquiry' from a customer, whether or not it had supplied information. 
If it became the practice to tell customers, the bankers' representatives thought 
thai the number of enquiries would certainly diminish. 

307 We doubt whether there is any serious or widespread abuse of the bank 
reference system, but we do not believe that the practice is as well-known and 
accepted among customers, particularly individuals, as the banks assert. Nor 
are we convinced that it would be undesirable for a customer to know what 
enquiries had been made about him and what replies had been given. On the 
contrary, we think the present situation is undesirable. We recommend that the 
banks should make clear to all customers., existing or prospective, the existence 
and manner of operation of their reference system, and give them the oppor- 
tunity either to grant a standing authority for the provision of references or to 
require the bank to seek their consent on every occasion. 

• a 1923 KB 461. 
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Confidentiality of accounts 

308 The evidence of The Guardian about bank accounts was rather more 
disturbine than that of the Consumers Association. On 11 May 1971 the news- 
paper published a front page news item headlined "Commerc.al Sp.es Tap 
State Records" which revealed the ease with which confidential personal infor- 
mation had been obtained from various sources, mainly in the public sector by 
two private enquirv acencies. As far as banks were concerned, a "detailed 
dossier" on the news editor was compiled and supplied within 48 hours. It 
included amone other things information from two banks obtained over the 
telephone eivine an account number, the balance in hand, the amount of monthly 
salary and timing of its payment, the name of the news editor's husband and a 
number of other details. 

309 We quoted this evidence to the Committee of London Clearing Bankers, 
who said they found it difficult to believe that any bank employee would answer 
questions about salarv over the telephone. It was contrary to all instructions 
given bv the banks to their staff, which were "hammered home at every in- 
structional course which every member of the staff attends at bank training 
centres They added: "It is one of the first principles that any member of the 
staff realises, absolute secrecy of any information in that branch bank." We 
were told that enquiries over the telephone were discouraged and that where in 
urgent cases, they w ere accepted steps were taken (such as telephoning back) to 
ensure that the enquiry emanated from another bank. 

310 We were not able to examine the enquiry agents who made these investi- 
gations but what we were told left us in no doubt that information was obtained, 
possiblv by deception, by people who had no right to have it and to whom a 
bank ou*ht not to have supplied it. We take the view that no security system in 
this field" can be completely foolproof, but we are disturbed by the apparent 
ease of penetration in this case. We believe that our proposals for control over 
private detectives (see Chapter 16) will, if implemented, reduce the likelihood of 
this sort of information being obtained in such a way, but meanwhile we strongly 
ur°e the banks to look to the arrangements they have for protecting the details of 
their clients' accounts in the interest of individual privacy and of public con- 
fidence in British banking practice. 



Computerisation 

311 We have said earlier that a credit-based consumer economy inevitably 
brines with it a free flow of information about individuals* financial standing 
(parasraph 267) and it is clear that this free flow has existed between banks for 
some "time. The advent of computers will accelerate it. In an address to the 
Workshop on the Data Bank Society held in London in November 19,0 Mr J 
H Robertson, Director of the Inter- Bank Research Organisation, predicted that 
durins the next ten, fifteen or twenty years great advances would be made to- 
wards" what he said was sometimes called, without exaggeration, 'the cashless 
and chequeless society ". He gave it as his view that many of the payments today 
effected in cash or by means of paper instruments would be made automatically 
bv the transfer of payments data between the computers of different organisa- 
tions, including those of the banking and giro systems. The development of 
electronic funds tran>fer on these lines would not, he added, necessarily involve 
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l he use of data banks in ihc generally accepted sense of ihe term. It v%as likely 
lo mean, however, that a comprehensive and — in a technical sense — easily 
accessible record of the payments made by bank customers (both companies and 
individuals) would be held on computer file. Mr Robert>on vvent on to forecast 
the development of a banking data network, which would no doubt be used for 
information retrieval as well as for transactions. He explained that it could con- 
ceivably lead to the exchange of information within linked systems run by 
statistical organisations, market research agencies and credit rating bureaux. 
His view was that the development of computerised credit rating services was 
probably inevitable, a view from which we cannot dissent (see paragraph 277). 

312 As we see the matter, the advent of computers does not change the form 
of the threat to privacy, only the degree. We develop this theme in Chapter 20. 
Suffice it to say here that the application of computers to the handling of 
private financial information merely strengthens our recommendation in para- 
graph 310 that the banks should look to the arrangements they have for safe- 
guarding the confidentiality of their clients' accounts. 
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AUSTRALIAN EMBASSY, 
TOKYO 



29 October, 1985 



Mr J. Jep/sen, l h/[ XiL^d^ 

Acting A igji s t a n t rKj * ' 

Institutions Division, V / 

The Treasury, / 

CANBERRA. 



Dear John, 



Royal Commission of Inquiry into the Activities 
of the Nugan Hand Group : Bankers' Opinion 



Thank you for your Letter of 4 October on the 
above subject. 



As far as I can gather, the use of bankers' opin- 
ions is not a practice followed in Japan. Rather to the 
contrary, in fact, the practice seems to be for banks to 
withhold information from their competitors about the fin- 
ancial standing of their customers, especially information 
pertaining to a customer's overall position. The banks 
seem to do this for reasons of protecting their established 
clientele and business, the more so in recent years because 
of the declining demand for banking loans as a result of 
financial deregulation in Japan and the growing world-wide 
trend for companies to fund themselves directly from the 
market. This applies to the overseas activities of their 
customers as well, presumably because (unlike Australian 
banks in the past) they would see themselves as being in 
competition with the local banks in the countries concerned. 



In the context of this general policy I am told 
that on very rare occasions - once every five years, 
apparently - a bank would write a recommendation about one 
of its clients to a third party. But this would be dic- 
tated by extremely unusual circumstances and where it was 
judged absolutely necessary in order to secure joint fund- 
ing of a particular activity. 

There are circumstances in which information ex- 
changes occur informally between banks. For instance where 
a bank is assessing a potential customer's profitability and 



Copy pwtdU 4c hi* O+Yj $6 \ } ay //t fee 



- 3 - 



the company concerned has close business Links with another 
company, the bank will seek information from the other com- 
pany's bank. Although confirmed in writing the exchange is 
essentially conducted by phone and is governed by certain 
conventions which the banks accept as having no legal force. 
These are that the bank giving the information accepts no 
responsibilities, that the receiving bank undertakes to 
observe the confidentiality of the information and that the 
requested bank is not obliged to furnish all the information 
sought . 

In circumstances also where a client is on the 
verge of bankruptcy it will happen occasionally that credi- 
tor banks will exchange information with a view to deciding 
whether additional credit should be extended. This occurred 
recently with the failure of a very large shipping company 
(Sanko Steamship) and also of a sewing machine company fun- 
ded by a group of banks, including some with foreign owner- 
ship. In the latter case the foreign banks suspended their 
intended collection of outstanding loans on the (verbal) 
advice of a Japanese bank but subsequently the company went 
bankrupt. The foreign banks have announced their intention 
of taking legal action against Mitsui Bank but the matter is 
unlikely to reach the courts. In Japan, even when such rare 
events do occur, an out-of-court settlement is the normal 
practice. 

There are no specific laws or regulations (for 
instance, in the Banking Law) governing either, in the first 
instance,, the terms in which such advice is to be qiven or 
secondly the nature of the legal liability that might sub- 
sequently arise, as in the case just quoted. Any damages or 
compensation are sought as a matter of contract law. 

I am not sure how useful is the above information. 
However, given that bankers' opinions are not an accepted or 
widespread practice in Japan, I have not responded seriatim 
to the questions on the second page of your letter but rather 
given a more general commentary on the Japanese practice. 

Best wishes. 



Yours sincerely, 




(G.R. Potts) 
Minister (Financial) 



Copy To : 

Mr R.8. Wood 
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AUSTRALIAN HIGH COMMISSION 



CONFIDENTIAL 



AUSTRALIA HC 



STRAND 




/ 



LONDON WC2 



01-438 8000 



438 8271 



85/179 



28 October 1985. 




Dear J< 



ROYAL COMMISSION OF INQUIRY INTO THE ACTIVITIES OF THE 
NUGAN HAND GROUP; BANKERS' OPINIONS 

This is in response to your letter of 4 October 1985 asking 
for inquiries, in parallel to others in Washington and Tokyo, 
about bankers 1 opinions. 

Let me begin by describing my sources: 

Mr. Peter Parker, Manager of the Credit Information Office 
in National Westminster Bank (280 4500); 

Mr. Frank Eglon, of the Legal Department of Midland Bank 
(606 9911); 

Miss M. J. Tomlinson, a Manager in the Banking Supervision 
Division of the Bank of England (726 6242); and 

. Mr. Karmel, Deputy Secretary of the Committee of London 
Clearing Banks (238 8866). 

Both Tomlinson and Karmel referred to Parker as the expert with 
long experience, and indeed the most helpful information came 
from him. 

Legal Standing 

I obtained guidance on this mainly from Eglon. There is 
no statute law which relates directly to bankers' opinions, and 
no recent case law. There was a case in the 1920s - Tournier 
v National Provincial Bank - which drew a line between a bank's 
duty to treat confidentially a client's affairs and its right 
to give an opinion of the client to another bank. 

Banks distinguish themselves from credit reference agencies 
(under the Consumer Credit Act), in that the latter obtain information 
about other parties in order to provide it to third parties. The 
general principle is that bankers' opinions are based on knowledge 
already to hand of a client's financial standing and the conduct 
of the client's account, rather than on inquiries made for the 
purpose into the client's business. 

There is a standard clause in bankers' opinions saying that 
the information provided is to the best of the bank's knowledge 
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but disclaiming liability for it. It is presumed that that disclaimer 
precludes any legal liability for accidentally misleading information; 
but that a bank might still be held liable for deliberately misleading 
information (or as Parker suggested , for demonstrable negligence 
in the preparation of an opinion). 

Some further comments by Parker indicate a complication. 
He said that NatWest practices in regard to issuing opinions had 
been strengthened recently, including by encouraging managers 
to make some mention of any doubts they might have about a client, 
and not to use phrases which lacked meaning. Later on, however, 
he commented that it remains the practice to phone rather than 
write in cases of adverse information or misgivings. 

Current Practice 

Here my information came mainly from Parker. The clearing 
banks have standing instructions to branch managers about preparing 
bankers 1 opinions. They indicate whose requests for opinions 
are to be responded to, and how to respond. (He agreed to send 
me a copy of the relevant section of NatWest 1 s book of instructions, 
ion the understanding that it should be treated confidentially. ) 
Bankers 1 opinions should be issued by a branch manager on the 
same day as the request is received, and on the basis of the infor- 
mation he has to hand about the running of the client f s account 
and his knowledge of the client's business. 

It will frequently happen that a request for a banker f s opinion 
is in the form of a question whether a client is thought suitable 
to borrow a certain amount on certain terms (or something analogous), 
and the banker's opinion will then be an answer to that question. 
Parker pointed out that much of the usefulness of an opinion depends 
on the precision of the terms in which the opinion is sought, 
and whether they correspond to what the bank issuing the opinion 
can be expected to know - as he had recently pointed out to one 
organisation which had taken on some bad risks and was criticising 
NatWest' s earlier opinions concerning them. 

In cases where NatWest 's branch managers are asked for opinions 
about large clients, such as merchant banks, Parker's office can 
provide advice on preparing the opinions. His office uses several 
sources, such as the Bankers' Almanac and Yearbook (which typically 
contains information on corporate structure, a balance-sheet extract, 
and names of correspondent banks), and information passed from 
the bank's international department about any contact with the 
client abroad. Where NatWest has a correspondent relationship 
with another bank, it keeps a good deal of information which can 
be drawn on in a banker's opinion; for instance, by asking the 
correspondent bank for annual balance sheets, and by keeping in 
touch through visits to its headquarters. But he commented that 
it can still be difficult to make an assessment of a new merchant 
bank, or one changing its operations. 

Contact with Clients 

I asked both Eglon and Parker about the circumstances in 
which a bank asked to provide an opinion might contact the client 
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concerned. Both said this would not be common - as Eglon explained, 
because the bank would wish to remain quite free to provide opinions 
about clients without informing them, and because it would not 
want to get into the practice of basing opinions on special inquiries. 
However, it could happen if the request was for an opinion including 
information which the bank would not normally disclose, such as 
a client's assets and liabilities at the bank: in that case, 
the client's authorisation for the disclosure would be needed. 
It could also happen if the question was one on which the bank 
could not provide an opinion without adding to the information 
it had to hand, either because it was an odd question or because 
it was about the general standing of the client. What to do then 
would be in the discretion of the branch manager (or Parker himself). 
Parker commented that if he was asked for an opinion on a client's 
general standing, he would need properly-audited balance sheets - but 
that even that might not be entirely sufficient. 

Direction 

It does not appear that the practice of even the major clearing 
banks has been closely harmonised by any formal process either 
of supervision by the Bank of England or of discussions among 
the banks. Miss Tomlinson said the Bank of England made no special 
coordinating or supervising effort on this subject. She did mention 
a working group organised by the Committee of London Clearing 
Banks in the early 1970s which had helped to standardise practices. 
Parker confirmed this - he took part - but told me that the work 
did not accomplish much, because of competitiveness among the 
banks, their differences in internal organisation, and the laborious- 
ness of committee representatives referring matters to others 
within their own banks. 



One consequence of this is that guidelines and practice may 
vary somewhat from bank to bank. I have mentioned Parker's agreement 
a+sclih^ to send the NatWest guidelines^ Eglon offered to send some evidence 



given on behalf of Midland to the Younger Committee, describing 

that bank's practice. Those two documents may reach the office 
in time to accompany this as attachments, or else they will be 

sent on to you under compliment slip. I have warned Tony Cole 

that you may ask for further inquiries when you have read this 
letter and those documents. 

Kind regards - should be seeing you shortly. 



Mr. J. S. Jepsen, 

Acting Assistant Secretary, 

Financial Institutions Division, 

The Treasury, 

Canberra, ACT. 



Yours sincerely, 





THE BANK IS NOT A CREDIT REFERENCE AGENCY WITHIN THE TERMS OF 
SECTION 145(8) OF THE OONSIMER CREDIT ACT 1974. SUBJECT TO 
THE OBLIGATIONS OF CREDIT REFERENCE AGENCIES UNDER THE ACT, 
DISCLOSURE OF THE CONTENT AND SOURCE OF THIS OPINION IS NOT 
REQUIRED. 



THIS INFORMATION IS FOR YOUR PRIVATE USE ONLY AND IS GIVEN 
IN CONFIDENCE ON THE EXPRESS UNDERSTANDING THAT NEITHER THE 
BANK NOR ANY OF ITS OFFICIALS IS TO BE HELD RESPONSIBLE, 
AND WHERE THE INFORMATION HAS BEEN OBTAINED FROM ANOTHER BANK 
OR INFORMANT, WITHOUT RESPONSIBILITY ON THE PART OF THEMSELVES 
OF THEIR OFFICIALS. 



Status and Other Confidential Enquiries 



Chapter 10 



A Secrecy 
B Status Enquiries 
C List of Parties between whom Status 
Enquiries may be Passed Direct 



Other Confidential Disclosures 



A Secrecy G 1 0A 

Members of the Staff are duty bound 
to keep secret the affairs and concerns 
of the Bank, its business transactions 
with its respective customers and 
particulars of their accounts. 

The only exception to this requirement is 
where, under the terms of Section G10B, 
certain limited confidential information 
may be disclosed to a third party. This 
is subject always to entirely 
satisfactory proof of identity of the 
enquirer whatever the method of 
approach and, if doubt exists, the delay 
necessary to enable a proper investiga- 
tion to be made. If a telephone reply is 
requested, it should be made to an 
independently established number. 

Information (such as the balance of an 
account) in response to oral enquiries 
(either across the Bank's counter or over 
the telephone) should only be released 
after having established the identity of 
the enquirer and, if a third party, his 
authority to receive the information 
requested . 

Release of information orally is a service 
that customers expect and establishment of 
identity should be handled, therefore, with 
a high degree of sensitivity. If after suit- 
able questioning reasonable doubt remains 
as to the identity or authority of the 
enquirer, the information sought should 
only be divulged by way of a telephone call 
to an independently established number. If 
this is impractical, the information should 
be conveyed in writing as soon as possible. 
The reasons for the action taken should be 
explained to enquirers. 

Care should be taken in all cases where 
enquiries purport to come from other 
Branches or Departments of the Bank. The 
quoting of current circular numbers cannot 
be relied upon as a certain means of 
identification. Unless the identity of the 
caller can be established beyond doubt, a 
return call should be made to an indepen- 
dently established number. 

Discretion is left with Managers to 
establish check procedures to be used in 
their Branches. However, provision by the 
enquirer of an address and account number 
alone should not be considered adequate to 
establish identity. . 



B Status Enquiries G10B 

B1 PARTIES BETWEEN WHOM G10B1 
STATUS ENQUIRIES MAY BE 
PASSED DIRECT 

(a) Other customers of the Branch 

(b) United Kingdom financial institutions 
listed in Section G10C. 

B2 ANSWERING STATUS G10B2 
ENQUIRIES 

(i) Enquiries from another customer of the 
Branch, from another Branch or from a 
financial institution domiciled in the 
United Kingdom, the name of which appears 
in the list in Section G10C, may be 
answered direct on form NWB41 (see Section 
G10B2B). 

(ii) Enquiries from a financial institution 
domiciled outside the United Kingdom must 
be replied to on form NWB41 via Credit 
Information Office, accompanied by a copy 
of the original enquiry. 

(iii) Enquiries from United Kingdom 
financial institutions not named in the 
list in Section G10C must be replied to on 
form NWB41 via Credit Information Office, 
accompanied by a copy of the original 
enquiry. 

(iv) Any other enquirer must be asked to 
enquire through his bankers. 

(v) Oral replies should be repeated to 
ensure accuracy, finishing with the 
disclaimers given in Section G10B2B. A 
written confirmation on form NWB41 
should be sent forthwith . 

(vi) When a number of enquiries are received 
within a short period, without a 
satisfactory background explanation from the 
customer, Fraud Office should be advised. 
The risk of fraud is high if these 
circumstances arise with a new business 
customer . 

B2B Form NWB41 and G10B2B 
Disclaimers 

Replies should be on form NWB41 and in 
original only. When this is not possible 
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^^Pmust be taken to ensure that the reply, 
be~ it Written or oral, ends with the 
following disclaimers: 

Th^Wollowing information is for your 
private use only and is given in confidence 
on the express understanding that neither 
the Bank nor any of its Officials is to be 
held responsible and, where the information 
has been obtained from another bank or 
informant, without responsibility on the 
part of themselves or their officials' and 

The Bank is not a credit reference agency 
within the terms of Section 145(8) of the 
Consumer Credit Act 1974. Subject to the 
obligations of credit reference agencies 
under the Act, disclosure of the content and 
source of this opinion is not required'. 

Reply forms provided by the enquirer should 
not be used, with the exception of those 
provided by Access Department or National 
Westminster Bank Subsidiary Companies. 

Where a customer has given specific 
authority that status enquiries should not 
be answered , the reply on form NWB41 should 
be in the following terms: 

We are in receipt of your enquiry of the 

but would advise you that we hold 

our customer's instructions not to reply to 
any status enquiry which may be made of us.' 



B 2C A ut horisation an d 
Formulation 



G10B2C 



Replies to status enquiries must be given 
by the Manager or an Appointed Officer 
authorised by him. Great care should be 
taken in formulation and remarks should be 
well considered in the light of the 
customer's present position with due regard 
paid to the implication of enquiries In way 
of business', 'as guarantor' etc. In any 
case where the customer's trading 
pattern, solvency or integrity is at all 
in doubt, or where the amount of the 
enquiry is large relative to customers 
known resources/means, or where an 
unusually large number of enquiries 
are being received, reference must be 
made to the Manager who in case of 
need, should refer to Area Office. 

Replies should be given in general terms. 
They should indicate length of association 
with the Bank, esteem in which the customer 
is held and, if a business, age and size of 
the undertaking. A reply on a company 
should mention debentures or general 
charges known to be outstanding in favour 
of the Bank. A reply on a farmer should 
disclose any agricultural charge given by 
him to the Bank . 



eligibility for cheque cards) or to 
enquiries on one of two or more amounts. 

Should information be obtained from outside 
the Bank, the reply must be transcribed onto 
form NWB41 and commence We are informed 

'. The source must not be 

disclosed . 

All replies should be sent by first class 
mail. 



B2D Dun & Brads treet Limited 

Qncpyporating Seyd 4 Co±td) ^ 



G10B2D 



Approaches are made to Branches by outside 
representatives of the above-named company 
for oral opinions and these may be given at 
the Manager's discretion . 

Forms requesting opinions are also sent to 
Branches periodically, sometimes in fairly 
large numbers, and either these provide a 
space for a written reply or the Branch is 
invited to tick the appropriate boxes on the 
forms. These forms should not be completed 
in any way but they may be returned to the 
sender. All replies to such enquiries must 
be made on form NWB41 . No payment for 
this service should be sought . 



B2E Remuneration 



G10B2E 



No charge should be made for answering a 
status enquiry, either to the financial 
institution making the enquiry or to the 
customer about whom the enquiry is made. 



B2F Records and Filing 
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Details of each reply must be recorded on 
Opinions Given Card NWB1317 which an 
Appointed Officer must initial before the 
reply is issued. A reply relating to a 
guarantee must be entered in red (or 
underlined in red) and not abbreviated. 

Further copies need not be taken. All 
enquiries should be filed in general Branch 
correspondence in date order. 



B2G Gmrantees 



G10B2G 



Where guarantor opinions are given to other 
Branches, information likely to be helpful 
should be passed on. When an initial enquiry 
is received relating to a suretyship to this' 
Bank or one of its subsidiaries, a diary 
note for one month's time should be made to 
establish whether the liability is in fact 
entered into so that the rules of 
aggregation may receive consideration (see 
Book A, Section A2A1). If the enquiry is 
made by another Branch this information 
should be received without reminder (see 
Section G10B3A). 



In no circumstances may replies be given 
either to any detailed questions (eg about 



The Branch where the guaranteed account is 
kept is to be notified immediately on the 



» death, bankruptcy, mental instability or any 
other circumstances affecting the capacity 




of the guarantor . 



The following records should be marked, as 
appropriate: 

(i) Opinions Given Card NWB1317. Entries on 
this card should be checked and initialled 
by the Manager or an Appointed Officer 
authorised by him . 

(ii) Control and Information Cards NWB1 873, 
NWB1874 and NWB1875 (see Book A, 
Appendix 7A, note 7). 

(iii) Securities Sheet NWB1201 and Safe 
Custody Sheets NWB1306 and NWB1307 
('Other Liabilities' box). 

(iv) Guarantor Record Card NWB1325 (if the 
guaranteed account is at the Branch). 

B3 MAKING STATUS ENQUIRIES G10B3 



B3A Method G10B3A 

(i) An enquiry may be made direct to another 
Branch or to one of the financial 
institutions domiciled in the United Kingdom 
to which reference is made in Section G10C. 

When an enquiry is made on a Branch of this 
Bank as to a customer's sufficiency as 
guarantor, the guarantor's Branch must be 
advised when the liability is entered into 
(Rules of Aggregation will apply — see 
Book A, Section A2A1). 



Chapter continues on next sheet. 



(ii) Enquiries should be made through Credit 
Information Office on form NWBf462 (see 
Section G 1 0B3B) when: 

(a) the United Kingdom financial 
institution is not named in the list in 
Section G10C; 

(b) the banker of the subject of the 
enquiry is unknown (Branches must 
first make the maximum effort to 
obtain a banking reference as no 
central index of accounts is 
maintained by the Bank) - for 
enquiries on solicitors see (iii) 
below; 

(c) detailed information, not obtainable 
elsewhere, is required; 

(d) the financial institution is domiciled 
outside the United Kingdom. 

(iii) Solicitors should not be approached 
for the names of their bankers. Where the 
practice address is outside the London 
postal area, the enquiry should be sent to 
the Planch nearest to that address. Should 
this prove unsuccessful or if the practice 
address is within the London postal area, 
the enquiry should be sent to Credit 
Information Office. 



B3B Form NWB1462 



G10B3B 



All three sheets of this form must be 
completed, quoting the full Branch name 
and Branch reference, and forwarded in a 
standard window envelope (NWB4102) to 
Credit Information Office. 

Note: Enquiries of a complex nature should 
be submitted by memorandum only, giving 
as much background information as possible. 

Credit Information Office despatches 
enquiries to Europe by telex. A reply is 
usually received in the same manner and if 
requested will be communicated to the 
Branch by telephone, followed by written 
confirmation. 

Enquiries to countries outside Europe are 
normally sent by airmail but replies from 
certain countries are subject to delay. 
Reminders should normally be sent by form 
NWB1462, marked prominently 'SECOND 
APPLICATION 1 giving the date of the 
original enquiry. 

Alternatively, enquiries to countries 
outside Europe can be sent by telex or 
cable at a higher charge. If this is 
required, a form NWB1462 should be 
prominently marked TELEX'. A reply is 
usually received in the same manner and if 
requested will be communicated to the 
Branch by telephone, followed by written 
confirmation. 

Status enquiries are not available from 
banks in Norway and Sweden, but agency 
reports can be obtained at a cost and would 
normally incorporate a banker's opinion. 



Finnish banks do supply Status Reports 
but charge for this service. For 
information on the relevant charges 
reference should be made to Credit 
Information Office. 

UK and Republic of Ireland enquiries, 
where the banker is not known to the 
Branch, are normally forwarded by Credit 
Information Office to the respective 
bankers under advice to the enquiring 
Branch and, if the Branch does not receive 
a reply from the subject's bankers within 
ten days of receipt of that advice, a 
second enquiry should be forwarded direct 
to that bank using form NWB10. Where a 
Branch finds that information has been 
forwarded to it from a source other than 
that indicated on the Credit Information 
Office advice, details of this source 
should be advised to Credit Information 
Office. 



B3C Formulation 
B3C1 General 



G10B3C 
G10B3C1 



Enquiries by telephone should only be made 
in exceptional circumstances. 

Customers should be discouraged from: 

(a) the practice of making enquiries direct 
to other banks and Branches with the request 
that the reply be sent direct to the Branch; 

(b) making enquiries involving small amounts 
or small amounts over a period; 

(c) making enquiries for sums well in excess 
of the amount involved (this can be harmful 
to the customer's interests). 



B3C2 Bank Acting as Agent 
for Other Banks 



G10B3C2 



A Bank is permitted to act as agent for 
another bank in the making of enquiries on 
behalf of a customer of the other bank 
provided: 

(a) the applicant already has arrangements 
for the regular use of the branch concerned; 

(b) prior arrangement for the service is 
made through the head offices of the two 
banks concerned. 

Applications should be submitted to the 
Regional Administration Manager. 



B3D Lombard North Central PLC 
Lombard Tricity Finance Ltd 



G10B3D 



Branches should give every assistance to 
Offices of these subsidiaries in obtaining 
oral opinions urgently. When contacted: 

(i) to give an oral opinion on a Branch 
customer, the reply should be telephoned 
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in the first instance and confirmed on 
form NWB41; 

(ii)^^obtain an oral opinion on a customer 
of another bank in the locality, endeavour 
to obtain this by telephone in the first 
instance. If the bank in question will not 
answer a telephone request, a confidential 
enquiry on form NWB1 0 should be made by 
hand, if possible, with a request that the 
reply be given by telephone. The opinion 
should be telephoned to the enquiring Office 
and confirmed in writing on form NWB41 . 

Note: In both cases the original enquiry 
will not be confirmed in writing; also, it 
is essential that the figures of the commit- 
ment are repeated in the oral reply by the 
Branch, and again in the written confir- 
mation on form NWB41, eg '£72 X 24 
months'. 



B3E' Remuneration 



G10B3E 



See Book T, Item 187, paragraphs (a) to (d) 
for current rates. 



A specific sum is payable by the customer 
when a status enquiry is made and should 
normally be applied to the account at the 

\ ) -r « y £< <k J* VlvV | J r r ^j tKt^tX) <A*>tA M M>h . 

Where an enquiry i* made through Credit dukMp**. 
Information Office, the enquiring Branch f 
will be notified in due course pf any 
additional charge which should be made 
because of exceptional costs incurred in V 
connection with a non-routine enquiry. 

Where a customer makes an enquiry direct to 
another bank or Branch, notwithstanding the 
fact that this practice is to be discouraged 
(see Section G10B3C1), the appropriate 
charge should be made for passing on to the 
customer any reply received at the Branch . 



made to it. Opinions should be reviewed 
every six months, except where reliance on 
the guarantee is marginal only and the 
Manager is entirely satisfied to review at 
annual intervals. 

B4 CREDIT INFORMATION OFFICE G10B4 

The Bank is not licensed as a credit 
reference agency within the terms of Section 
1 45 (8) of the Consumer Credit Act 1 974 and 
Credit Information Office does not keep 
files on private individuals. To ensure that 
the Bank conforms to the requirements of 
this section of the Act, Credit Information 
Office cannot accept enquiries direct from 
any customer except where they relate to 
enquiries upon corporate bodies addressed to 
overseas bankers and then only by 
arrangement. 

It follows that the Bank is not required to 
comply with a request from an individual, a 
partnership or an unincorporated body for a 
copy of any file kept by Credit Information 
Office and such requests should be refused 
by Branches. 



B3F Records and Filing 



G10B3F 



File copies of requests for opinions should 
be initialled by a responsible Officer. The 
copies should be used for diary purposes^ 
when enquiries relate to guarantees or are J 
otherwise important. Copies of corres- *+ x 
pondence transmitting opinions to customers 
should not be taken and no entries are to 
be made on cards . Correspondence from other 
banks or Branches should be initialled by a 
responsible Officer as an indication that 
opinions have been correctly transmitted. 



If, however, a reply to a status enquiry is 
received from Credit Information Office 
which appears to contain material provided 
by a credit reference agency, any request 
from the individual, the partnership or the 
unincorporated body, which is the subject of 
the enquiry, should be passed to Credit 
Information Office. The case being proved, 
Credit I nf ormation Office forwards the name 
and address of the agency only, which should 
be passed to the enquirer without comment. 
The bank is under no obligation to provide 
the text of the information but it should be 
remembered that the files kept by credit 
reference agencies may include replies to 
status enquiries given by Branches on their 
customers (see Book A, Section AApp! 2F1 ) . 

Credit Information Office resources spread 
into many aspects of information and include 
maintaining contact with other international 
banks and credit reference agencies. These 
resources are available to all Branches, 
Departments and Subsidiary Companies. 



r 



J&4 



B3F1 Guarantor Opinions 



G10B3F1 



Credit Information Office is organised to 
deal with^enquiries received in writing on 
form NWS1 462 and by telex . For this reason 
and in order to cope with the problem of / 
establishing identity, telephone?, enquiries 
must be restricted to those which are of 
genuine urgency. 



Replies received to enquiries on guarantors 
should be stored alphabetically with the 
name of the guaranteed account and the 
amount of the enquiry recorded on each 
reply. As each new reply is received, the 
previous reply should be removed to the 
confidential waste, unless reference is 



L ist of Parties between whom 
Status Enquiries may be Passed 
Direct 



G10C 



Note: The following list is only for the 
purpose of indicating such parties and is 
not to be taken as a list of recognised 
banks and licensed deposit-taking 



institutions, for which see Book B, Appendix 
12. 

As far as Branches are concerned, 
confidential replies in general terms may be 
sent direct to enquiries received from the 
following (form NWB41 should be used 
except where a reply form is supplied by 
Access Department or a National 
Westminster Bank Subsidiary Company (see 
Section G10B2B)): 



Access Department 

Adam & Co PLC 

African Continental Bank Ltd 

Alexanders Discount PLC 

Algemene Bank Nederland N V 

The Alliance Trust PLC 

Allied Arab Bank Ltd 

Allied Bank International 

Allied Banking Corporation 

Allied Bank of Pakistan Ltd 

Allied Irish Banks pic 

Allied Irish Banks (Isle of Man) Ltd 

Allied Irish Finance Co Ltd 

Allied Irish Investment Bank Ltd 

Al Saudi Banque SA 

American Express I nternat ion al Banfcmq 

Cnrpnratinn 
American National Bank and Trust Company 

of Chicago 
Amsterdam-Rotterdam Bank NV 
Anglo Leasing Ltd 
Anglo-Romanian Bank Ltd 
Anglo-Yugoslav (LDT) Ltd 
Henry Ansbacher & Co Ltd 
A P Bank Ltd 
Arab Bank. Ltd 

Arab Bank Investment Co Ltd 

Arbuthnot Latham Bank Ltd 

Associated Japanese Bank (International) Ltd 

Associates Capital Corporation Ltd 

Atlantic International Bank Ltd 

ATP International 

(Amalgamated Trades Protection Ltd) 
Australia & New Zealand Banking Group Ltd 
Australia & New Zealand Banking Group 

(Channel Islands) Ltd 
Avco Trust Ltd 

Badische Kommunale Landesbank 

Girozentrale » 
B.A.I.I. PLC 

(formerly Gray Dawes Bank PLC) 
Banca Commerciale Italiana 
Banca Nazionale dell 'Agricoltura SpA 
Banca Nazionale del Lavoro 
Banca Serfin SNC 
Banco Central SA 
Banco de Bilbao SA 
Banco de la Nacion Argentina 
Banco de Santander SA 
Banco deVizcaya SA 
Banco di Roma SpA 



Banco diSicilia ^6^> 

Banco do Brasil SA 

Banco do Estado de Sao Paulo SA 

Banco Espirito Santo e Comercial de Lisboa 

Banco Exterior - UK SA 

Banco Hispano Americano Ltd 

Banco Mercantil de Sao Paulo SA 

Bancomer SNC 

Banco Nacional de Mexico SNC 

Banco Portugues do Atlantico 

Banco Real SA 

Banco Totta & Acores EP 

Bangkok Bank Ltd 

Bank Bumiputra Malaysia Berhad 

Bank fur Gemeinwirtschaft AG 

Bank Handlowy w Warszawie SA 

Bank Hapoalim BM 

Bank Julius Baer & Co Ltd 

BankLeumi(UK) PLC 

Bank Mees & Hope NV 

Bank Mellat 

Bank Melli Iran 

Bank of America International Ltd 

Bank of America NT & SA 

Bank of Baroda 

The Bank of California NA 

Bank of Ceylon 

Bank of China 

Bank of Credit and Commerce International SA 
Bank of Cyprus (London) Ltd 
Bank of England 
Bank of India 
The Bank of Ireland 
Bank of Ireland Finance Ltd 
. Bank of Ireland Finance (Nl) Ltd 
Bank of London & South America Ltd 
Bank of Montreal 
Bank of New England NA 
The Bank of New York * 
Bank of New Zealand 
The Bank of Nova Scotia 
Bank of Nova Scotia (Channel Islands) Ltd 
The Bank of Nova Scotia Trust Company 

(United Kingdom) Ltd 
Bank of Oman Ltd 
Bank of Scotland 
The Bank of Tokyo Ltd 
Bank of Tokyo International Ltd 
The Bank of Tokyo Trust Company 
The Bank of Yokohama Ltd 
BankSaderat Iran 
Bank Sepah 
Bank Tejarat 
Bankers Trust Company 
Bankers Trust Company (Branch) Jersey 
Bankers Trust International Ltd 
Banque Beige Ltd 
Banque Belgo-Zairoise SA 
Banque Bruxelles Lambert SA 
Banque du Liban et d'Outre-Mer 
Banque Francaisedu Commerce Exterieur 
Banque Indosuez 
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Ag|anque Internationale a Luxembourg SA 










Chemical Bank 




^^ianque Internationale pour I'Afrique 




Chemical Bank. International Ltd 
%B Cho-KeuAg Bank 180 


fi Occidentale SA 






^^que Nationale de Paris pic 
^pque Paribas 




The Chuo Trust & Banking Company Ltd 


( \ 




CIC-Union Europ£enne, International et Cie 




Barbados National Bank* 




Citibank NA 




Barclays Bank PLC 




Citibank Trust Ltd _ 




Barclays Bank Finance Company (Guernsey) Ltd 




Citicorp ua£wa^fioa'l Bank Ltd , ' /ry jdtfifaiTi &H* 
City Trust Ltd ' ™ ' />j 


Barclays Bank Finance Company (Isle of Man) Ltd 




Barclays Bank Finance Company (Jersey) Ltd 




Clive Discount Company Ltd 




Barclays Bank Trust Company Ltd 




Clydesdale Bank PLC 




Barclays Bank UK Ltd 




Clydesdale Bank Finance Corporation Ltd 




Barclays Merchant Bank Ltd 




CE Coates & Co Ltd 




Baring Brothers & Co Ltd 




Comerica Bank Detroit 




Bayerische Hypotheken-und Wechsel-Bank AG 




Commercial Bank of Korea Ltd 




Bayerische Landesbank Girozentrale 




The Commercial Bank of the Near East PLC 




Bayerische Vereinsbank 




Commercial Bank of Wales PLC 




Beirut Riyad Bank SAL 




Commerzbank AG 




Beneficial Trust Ltd 




Commonwealth Bank of Australia 




Berliner Bank AG 




Commonwealth Savings Bank of Australia 




The Boots Co Ltd 




Continental Illinois National Bank and Trust 




Boston Trust & Savings Ltd 




Company of Chicago 


C ; 


The British Bank of the Middle East 




Co-operative Bank pic 


British Credit Trust Ltd 




Co-operative Bank (Commercial) Ltd 


British Government departments 


+ 


County Bank Ltd 




The British Linen Bank Ltd 


+ 


Coutts & Co 




British Mercantile Agency Ltd 


+■ 


Coutts Finance Co 




British nationalised industries 




Credit Commercial de France 




British Telecom 




Credit du Nord 




Brown, Shipley & Co Ltd 


+ 


Credit Factoring Ltd 




Brown Shipley (Guernsey) Ltd 




(see Book R Section R7E) 




Brown Shipley (Jersey) Ltd 




Credit Lyonnais 




Building Societies Association members, 




Credit Lyonnais Bank Nederland NV 




provided the enquiry is accompanied by the 




Credit Suisse 




customer's authority to reply direct to the 




Credit Suisse First Boston Ltd 




society. 




Creditanstalt-Bankverein 




Bunge Finance Ltd 




Credito Italiano 




Burns-Anderson Trust Co Ltd (BATCO) 




Credito Italiano International Ltd 




Byblos Bank SAL 




Crocker National Bank 




Caisse Nationale de Credit Agricole 




Currys Limited 






Custom Leasing Ltd 


o 


Canadian Imperial Bank of Commerce 




Cyprus Finance Corporation (London) Ltd 


Canara Bank 




The Cyprus Popular Bank 




Carolina Bank Ltd 








Cassa di Risparmio delle Provincie Lombarde 




The Dai-lchi Kangyo Bank Ltd 




Cater Allen Ltd 




The Daiwa Bank Ltd 




Catties Holdings Finance Ltd 




Den Danske Bank af 1871 Aktieselskab 




CCN Systems Ltd 




Deutsche Bank AG 




Central Bank of India 




Deutsche Genossenschaftsbank 




Central Trustee Savings Bank Ltd 


+ 


Deutsche Westminster Bank AG . 4 




+ Centre-file Ltd 




The Development Bank of Singapore Ltd 




♦ Centre-file (Northern) Ltd 




Discount Bank (Overseas) Ltd 




+ C F Financial Services Ltd 




Dresdner Bank AG 




(see Book R, Section R 7E) 




Dun and Bradstreet Limited 




Chartered Trust pic 




(see Section G10B2D) 




Charterhouse Japhet PLC mjj-*£\ 


Dunbar & Co -Ltd f^-<- 




Charterhouse Japhet Credit Ltd 








Charterhouse Japhet (Jersey) Ltd 




ET Trust Ltd 




Chase Bank (CI) Ltd 




Euro-Latinamerican Bank Ltd 




Chase Bank (Ireland) Ltd 




European Arab Bank Ltd 


o 


The Chase Manhattan Bank NA 




European Banking Company Ltd 


Chase Manhattan Ltd 




European Brazilian Bank Ltd 





Fidelity Bank NA 

James Finlay Corporation Ltd 

First City National Bank of Houston 

First Interstate fctd A* fo^* tfoti&xiv* 

First Interstate Bank of California 

The First National Bank of Boston 

The First National Bank of Boston 

(Guernsey) Ltd 
The First National Bank of Chicago 
The First National Bank of Chicago 

(CI) Ltd 

First National Bank of Maryland 

First National Bank of Minneapolis 

First National Securities Ltd 

First Pennsylvania Bank NA 

First Wisconsin National Bank of Milwaukee 

Robert Fleming & Co Ltd 

Ford Financial Trust Ltd 

Ford Motor Credit Co Ltd 

Forward Trust Ltd 

French Bank of Southern Africa Ltd 

The Fuji Bank Ltd 

Gerrard & National pic 

Ghana Commercial Bank 

Girozentrale und Bank der Osterreichischen 

Sparkassen AG 
Government Departments (in the UK) 
Greyhound Guaranty Ltd 
Grindlay Brandts Ltd 
Grindlays Bank PLC 
Grindlays Bank (Jersey) Ltd 
Grindlays Industrial Finance Ltd 
Grindlays Humberclyde Ltd 
Guardian Society of Scotland 
Guinness Mahon & Co Ltd 
Guinness Mahon Guernsey Ltd 
Gulf International Bank BSC 



(0( 



The Industrial Bank of Japan Ltd 
InterFirst Bank Dallas NA 
International Commercial Bank RJ^C „ 
int e rn a t io n al Ener g y B a nk Lt d ^ f 
International Mexican Bank Ltd 
International Westminster Bank PLC 
The Investment Bank of Ireland Ltd 
Investors in Industry PLC 
Iran Overseas Investment Corporation Ltd 
Irving Trust Company 
Isle of Man Bank Ltd 
Istituto Bancario San Paolo di Torino 
Italian International Bank PLC 
Italian International Bank (CI) Ltd 

JCB Limited 
JCB Credit Ltd 

Japan International Bank Ltd 
Johnson Matthey Bankers Ltd 
Leopold Joseph & Sons Ltd 
Leopold Joseph & Sons (Guernsey) Ltd 

Keesler Federal Credit Union 
King &Shaxson PLC 
Kleinwort, Benson Ltd 
Kleinwort, Benson (Channel Islands) Ltd 
Kleinwort, Benson (Guernsey) Ltd 
Kleinwort, Benson (Isle of Man) Ltd 
Knowsley & Co Ltd 
Korea Exchange Bank 
Korea First Bank 
Kredietbank NV 
The Kyowa Bank Ltd 



HFC Trust & Savings Ltd 

Habib Bank AG Zurich 

Habib Bank Ltd 

Hambros Bank Ltd 

Hambros Bank (Guernsey) Ltd 

Hambros Bank (Jersey) Ltd 

Hanil Bank 

Handelsbank NW 

Harris Trust and Savings Bank 

Harrods Trust Ltd 

Havana International Bank Ltd 

The Heritable & General Trust Ltd 

Hessische Landesbank-Girozentrale 

Hill Samuel & Co Ltd 

Hill Samuel & Co (Guernsey) Ltd 

Hill Samuel & Co (Jersey) Ltd 

C Hoare & Co 

The Hokkaido Takushoku Bank Ltd 
The Hongkong and Shanghai Banking 

Corporation 
The Hongkong and Shanghai Banking 

Corporation (CI) Ltd 
Hungarian International Bank Ltd 



/joy* 



F van Lanschot Bankiers NV 
Lazard Brothers & Co Ltd 
Lazard Brothers & Co (Jersey) Ltd 
Libra Bank PLC 

Liverpool & London Trade Protection Society 
Ltd 

Lloyds & Scottish PLC 
Lloyds Bank PLC 
Lloyds Bank International Ltd 
Lloyds Bank International (France) Ltd 
Lloyds Bank (LABCO) Ltd 
icy* 4^ w lloyds Bowmaker Ltd 
/fcfrfK £r*> + Lombard Acceptances Ltd 
+ Lombard & Ulster Ltd 
+ Lombard & Ulster Banking Ireland Ltd 
+ Lombard & Ulster Leasing Ltd 
+ Lombard Bank (Isle of Man) Ltd 
+ Lombard Banking (Jersey) Ltd 
+ Lombard North Central PLC 

(see Section G10B3D) 
+ Lombard Tricity Finance Ltd 
(see Section G10B3D) 
London & Continental Bankers Ltd 
London Interstate Bank Ltd 
The Long-Term Credit Bank of Japan Ltd 

Malayan Banking Berhad 
Manufacturers & Merchants (Protection) 
Association Ltd 
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Manufacturers Hanover Ltd 
^Wjjnitfacturers Hanover Export Finance Ltd 






North West Securities Ltd 








.♦Manufacturers Hanover Finance Ltd 


Orion Royal Bank Ltd 


o 


* M^fcfacturers Hanover Trust Company 


Orion Royal Bank (Guernsey) Ltd 


M^ne Midland Bank NA 


Osterreichrsche Landerbank AG 


Meghraj & Sons Ltd 


Oversea-Chinese Banking Corporation Ltd 




Mellon Bank NA 


Overseas Trust Bank Ltd 




Mercantile Bank Ltd 


Overseas Union Bank Ltd 




Mercantile Credit Company Ltd 






Merrill Lynch International Bank Ltd 


Pallas Leasing Ltd 




Middle East Bank Ltd 


Philippine National Bank 




Midland Bank PLC 


PK Christiania Bank (UK) Ltd 




Midland Bank Equity Holdings Ltd 


Postipankki (UK) Ltd 




Midland Bank Finance Corporation Ltd 


Post Office 




Midland Bank Trust Company Ltd 


Privatbanken Ltd 




Midland Bank Trust Corporation (Guernsey) 


Punjab National Bank 




Ltd 


Punjab &Sind Bank 




Midland Bank Trust Corporation (Isle of Man) 






Ltd 


Qatar National Bank SAQ 




Midland Bank Trust Corporation (Jersey) Ltd 


GeeaW Quin Cope ficCb Ltd 




Minster Trust Ltd 




The Mitsubishi Bank Ltd 


Rafidain Bank 




The Mitsubishi Trust and Banking Corporation 


R Raphael & Sons PLC 


c 


The Mitsui Bank Ltd 


Rathbone Bros. & Co 




The Mitsui Trust & Banking Company Ltd 


Rea Brothers PLC 




Samuel Montagu & Co Ltd 


Rea Brothers (Guernsey) Ltd 




Morgan Grenfell & Co Ltd 


Rea Brothers (Isle of Man) ltd j , , x A^Jif^ 
gS-Refson & Co Ltd Jlx Wf fm*W & 




Morgan Grenfell (Guernsey) Ltd 




Morgan Grenfell (Jersey) Ltd 


Republic National Bank of New York 




Morgan Guaranty Trust Company of New York 


Republic Bank Dallas, NA 




Moscow Narodny Bank Ltd 


Reserve Bank of Australia 




Multibanco Comermex SNC 


The Riggs National Bank of Washington DC 




Muslim Commercial Bank Ltd 


Riyad Bank 




The Mutual Communication Society for the 


NM Rothschild & Sons Ltd 




Protection of Trade Limited 


NM Rothschild & Sons (CI) Ltd 




National Australia Bank Ltd 


The Royal Bank of Canada 




Royal Bank of Canada (Channel Islands) Ltd 




National Bank of Abu Dhabi 


The Royal Bank of Scotland PLC 




National Bank of Canada 


The Royal Trust Company of Canada 




National Bank of Detroit 


RoyWest Banking Corporation Ltd 




National Bank of Egypt 


The Rural and Industries Bank of Western 


(' \ 


National Bank of Greece SA 


Australia 


K. ) 


The National Bank of Kuwait SAK 


St. Margaret's Trust Ltd J> Jr. £ m 




The National Bank of New Zealand Ltd 




National Bank of Nigeria Ltd 


The Saitama Bank Ltd 




National Bank of Pakistan 


The Sanwa Bank Ltd 




National Commercial & Glyns Ltd 


Saudi International Bank 




National Girobank 


(Al-Bank Al-Saudi Al-Alami Ltd) 




. National Westminster Bank PLC 


Scandinavian Bank Ltd 




+ National Westminster Bank Finance (CI) 


J Henry Schroder Wagg & Co Ltd 




Ltd 


Seattle-First National Bank 




NCNB National Bank of North Carolina 


Seccombe Marshall & Campion PLC 




Nedbank Ltd 


Security Pacific National Bank 




Nederlandsche Middenstandsbank NV 


Shanghai Commercial Bank Ltd 




New Nigeria Bank Ltd 


Singer & Friedlander Ltd 




The Nippon Credit Bank Ltd 


Singer & Friedlander (Isle of Man) Ltd 




Noble Grossart Ltd 


Smith St. Aubyn & Co Ltd 




Norddeutsche Landesbank Girozentrale 


Smith & Williamson Securities 




Nordic Bank PLC 


Societe Generale Merchant Bank Ltd 




Northern Bank Ltd 


Societe Generale 




Northern Bank Development Corporation Ltd 


Sonali Bank 




The Northern Trust Company 


Standard Chartered Bank 





I Standard Chartered Bank Africa PLC Zambia National Commercial Bank Ltd 

V # Standard Chartered Merchant Bank Ltd Zivnostenska Banka National Corporation 

State Bank of India 

• State Bank of New South Wales ♦ National Westminster Bank PLC 

State Bank of South Australia Subsidiary company 

State Bank of Victoria 
The Sumitomo Bank Ltd 

The Sumitomo Trust and Banking Company Ltd 
Swiss Bank Corporation 
Swiss Bank Corporation International Ltd 
Syndicate Bank 

The Taiyo Kobe Bank Ltd 
TCB Ltd 

Texas Commerce Bank N A 

The Thai Farmers Bank Ltd 

Thames Trust Ltd 

The Tokai Bank Ltd 

The Toronto-Dominion Bank 

The Toyo Trust & Banking Company Ltd Chapter continues at Section G10D. 

Trade Development Bank 
Trade Indemnity Company Limited 
Trustee Savings Banks (except Airdrie, 
Annan and Lockerbie Savings Banks) 
Turkish Bank Ltd 
Turkiye Is Bankasi AS 
Tyndall&Co 

UBAF Bank Ltd 

♦ Ulster Bank Ltd 

♦ Ulster Bank Trust Company 

♦ Ulster Investment Bank Ltd 
Union Bank of Finland Ltd 
Union Bank of India 
Union Bank of Nigeria Ltd 
Union Bank of Switzerland 

The Union Discount Company of London PLC 
United Bank Ltd 
The United Bank of Kuwait Ltd 
United Commercial Bank 
United Dominions Trust Ltd 
United Mizrahi Bank Ltd 
United Overseas Bank Ltd 
The United Association for the Protection of 
Trade Limited 

SG Warburg & Co Ltd 
SG Warburg & Co (Jersey) Ltd 
Wardley London Ltd 
^dirVe H s Fargo-Bank NA r^ 

Westdeutsche Landesbank Girozentrale 
Western Trust & Savings Ltd 
Westpac Banking Corporation 
Whiteaway Laidlaw & Co Ltd 
Wil l iams & Glyn's B a nk PLC 
Wintrust Securities Ltd 
Wurttembergische Kommunale Landesbank 
Girozentrale 

The Yasuda Trust and Banking Co Ltd 
Yorkshire Bank PLC 
Yorkshire Bank Leasing Ltd 



Revised May 1985 



D2 



Other Confidential Disclosures G10D 

DIRECTOR OF PUBLIC G10D1 
PROSECUTIONS 

Any request for information from the 
Director of Public Prosecutions connected 
with company liquidation must be reported to 
Recoveries Section, Securities and 
Recoveries Department, for instructions. 

DEPARTMENT OF TRADE AND G10D2 
DEPARTMENT OF INDUSTRY 

Inspectors with powers to call for 
information in connection with company 
liquidation are appointed from time to time. 
Any approach from them should be reported 
immediately to Recoveries Section, 
Securities and Recoveries Department, for 
instructions. 



D3 INLAND REVENUE 



G10D3 



The form of guarantee incorporates a 
certificate as to the standing of the 
guarantor, together with a request that this 
certificate be completed by the guarantor's 
bankers. The Bank does not act as guarantor . 
The Bank would prefer not to complete such 
certificates and a normal status enquiry 
reply should be given on the standard form 
through the bankers to the university 
/college in the usual way. 

Where, however, the normal status enquiry 
reply is not acceptable to the university 
/college, the specific authority of the 
customer must be obtained and the financial 
guarantee completed with the usual 
disclaimers inserted (see Section G10B2B) 
and the certification completed indicating 
that it is based on present knowledge and 
belief. 

D8 TRADE DESCRIPTIONS ACT G10D8 
1968 



The Bank is required to furnish an annual 
return to the Commissioners of Inland 
Revenue of the names and addresses of 
persons, to whom interest exceeding a 
specified sum has been paid or credited 
without deduction of income tax during the 
previous financial year, and Branches are 
advised when the return is due (see Book B, 
Section B8E2). The Commissioners of Inland 
Revenue are authorised to call for 
information regarding the acquisition or 
disposal of assets likely to be subject to 
capital gains tax. Any notice served upon a 
Branch should be forwarded to the Regional 
Administration Manager. The power of 
enquiry is limited to the Commissioners and 
does not extend, for example, to a local 
inspector of taxes. 

D4 THE POLICE G10D4 

Reference should be made to Section G1 7G3. 

D5 OFFICE OF FAIR TRADING G10D5 

The powers of enforcement officers under the 
Consumer Credit Act 1974 are restricted in 
relation to banks (see Book A, Section 
AApp12F3). The enforcement officer is 
usually an official from the local Trading 
Standards Office. 

D6 H M CUSTOMS AND EXCISE G1 0D6 
(VALUE ADDED TAX) 

Reference should be made to Book B, Section 
B13A3. 

D7 FINANCIAL GUARANTEES G10D7 
IN RESPECT OF UNIVERSITY/ 
COLLEGE FEES 

Universities and colleges occasionally seek 
guarantees — often from parents — in respect 
of fees due by a student. 



If a Trading Standards Officer or other duly 
authorised officer of a local Weights and 
Measures Authority or Government Depart- 
ment requests information and/or access to 
any books or documents at a Branch, the 
Manager should require him to produce his 
credentials and then refer the matter to the 
Regional Administration Manager immediately 
giving full details. 

Reference to the Regional Administration 
Manager should be made notwithstanding that 
the officer may claim to be exercising his 
powers under Section 28(1 )(b) of the Trade 
Descriptions Act, 1968. 

Where a Branch receives notice of intention 
to apply for a Justice's warrant under 
Section 28(3) of the Act or where such a 
warrant is produced, immediate reference, 
giving full details, must be made to 
Recoveries Section, Securities and 
Recoveries Department, for guidance. 

D9 ESTATE AGENTS ACT, 1979 G10D9 

Section 11 of the Act gives to duly 
authorised officers of enforcement 
authorities powers of entry to Branches and. 
access to information/books and documents 
similar to those contained in Section 
28(1 )(b) of the Trade Descriptions Act, i968 
(see Section G10D8); although it should be 
noted that in the case of the Estate Agents 
Act an officer of the local Weights and 
Measures Authority is not to be taken to be 
duly authorised in relation to books and 
documents relating to the Bank's business 
unless he has been specifically authorised 
by the Director General of Fair Trading. 

In case of difficulty reference should be 
made to the Regional Administration Manager . 



Revised March 1984 
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BOX 3947 GPO SYDNEY 2001 



65 MARTIN PLACE 



TELEPHONE 234 9333 



RESERVE BANK OF AUSTRALIA 



IN REPL Y PLEASE QUOTE Q T) 



25 October 1985 



The Secretary 
The Treasury 
Parkes Place 



CANBERRA ACT 2600 



Attention; Mr J. Jepsen 

0 




Dear Sir, 

ROYAL COMMISSION OF INQUIRY INTO THE ACTIVITIES 
OF THE NUGAN HAND GROUP 

We attach a copy of the Royal Commission's letter of y 
28 June 1985 which has been provided to us on the basis 
that its contents may provide evidence of offences under* 
the Banking (Foreign Exchange) Regulations. 

As you are aware, the terms of reference of the Royal 
Commission of Inquiry into Drug Trafficking were extended 
with Letters Patent issued on 28 March 1983 to make 
inquiry into and report whether the Nugan Hand Group 
engaged in activities contravening Commonwealth laws, 
including those relating to exchange control. At the 
request of the Commission, the Bank had earlier: 

. responded to the Commission's request for details of any 
prior Reserve Bank examination of the Nugan Hand Group; 

. supplied substantial exchange control documentation to 
the Commission, in response to a summons dated 
23 August 1983; 

. nominated an officer to assist the Commission with its 
enquiries into operational and policy aspects of 
exchange control and to participate in formal 
conferences with the Commission's staff. 

Our examination of files relating to Nugan Hand and the 
names of persons/corporations appearing in the schedules 
attached to the Commission's latest letter discloses: 




During the period (1977-1980) covered by the schedules, 
the Bank gave Nugan Hand Ltd a large number of 
authorities to borrow funds from overseas. The names of 
many of the overseas lenders to Nugan Hand Ltd appear 
several times in the schedules. However, we have not 
been able to relate any inflows detailed in the 
schedules to any specific borrowing authorities given by 
the Bank. During the same period the Bank also gave 
Nugan Hand Ltd a large number of authorities to repay 
borrowings. The schedules disclose a large number of 
principal and interest payments by Nugan Hand Bank, 
Cayman Islands, on account of Nugan Hand Ltd; in only a 
small number of cases is it possible to relate these 
payments to authorities given by the Bank to the local 
company. 



. The names J.L. Aston and Kevin Murray appear together on 

several occasions in connection with the purchase of a 

_u home unit in Hawaii. In November 1981 the Bank wrote to 

WW both persons drawing their attention to several 



i Tinauthor ised transactions associated with its purchase, 
OrT^lS January 1983 we wrote to Treasury detailing 
possible breaches by them of the Banking (Foreign 
Exchange ) Regulations . 

We have files on many other names mentioned in the 
schedules. Except in the case of Nugan Hand Ltd and 
Messrs Aston and Murray, our files disclose no 
information apparently relating to the transactions 
described in the schedules. 



On the face of it, the transactions reported by the 
Commission involve breaches of the Banking (Foreign 
Exchange) Regulations (as then in effect), specifically 
Regulations 8(3) (a) (i) and (ii) and Regulation 41. 

At the request of the Federal Police, who are conducting 
enquiries on behalf of the Nugan Hand Royal Commission 
into the "Yorkville Contra account" of Nugan Hand, the 

[Bank recently gave access to police officers to its files 

Ion persons named in the schedules. 

We are f orwarding this material to you for any action you 
consi der necessary. 

Yours faithfully, 



M.R. Hill 
Secretary 



Encl . 



RESERVE BANK OF AUSTRALIA .'nnun S D 
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65 MARTIN PLACI 

BOX J94 7 CPO S > ON I Y 200 1 

TELEPHONE 234 93 33 



25 October 1985 



Attention; Mr J. Jepsen 

0 

The Secretary 
The Treasury 
Parkes Place 
CANBERRA ACT 2600 



Dear Sir, 

ROYAL COMMISSION OF INQUIRY INTO THE ACTIVITIES 
OF THE NUGAN HAND GROUP 5 

We attach a copy of the Royal Commission's letter of 
28 June 1985 which has been provided to us on the basis 
that its contents may provide evidence of offences under 
the Banking (Foreign Exchange) Regulations. 

As you are aware, the terms of reference of the Royal 
Commission of Inquiry into Drug Trafficking were extended 
with Letters Patent issued on 28 March 1983 to make 
inquiry into and report whether the Nugan Hand Group 
engaged in activities contravening Commonwealth laws, 
including those relating to exchange control. At the 
request of the Commission, the Bank had earlier: 

. responded to the Commission's request for details of any 
prior Reserve Bank examination of the Nugan Hand Group; 

•.supplied substantial exchange control documentation to 
•the Commission, in response to a summons dated 
23 August 1983; 

. nominated an officer to assist the Commission with its 
enquiries into operational and policy aspects of 
exchange control and to participate in formal 
conferences with the Commission's staff. 

Our examination of files relating to Nugan Hand and the 
names of persons/corporations appearing in the schedules 
attached to the Commission's latest letter discloses: 



. During the period (1977-1980) covered by the schedules, 
the Bank gave Nugan Hand Ltd a large number of 
authorities to borrow funds from overseas. The names of 
many of the overseas lenders to Nugan Hand Ltd appear 
several times in the schedules. However, we have not 
been able to relate any inflows detailed in the 
schedules to any specific borrowing authorities given by 
the Bank. During the same period the Bank also gave 
Nugan Hand Ltd a large number of authorities to repay 
borrowings. The schedules disclose a large number of 
principal and interest payments by Nugan Hand Bank, 
Cayman Islands, on account of Nugan Hand Ltd; in only a 
small number of cases is it possible to relate these 
payments to authorities given by the Bank to the local 
company. 

. The names J.L. Aston and Kevin" Murray appear together on 
several occasions in connection with the purchase of a 
home unit in Hawaii. In November 1981 the Bank wrote to 
both persons drawing their attention to several 
unauthorised transactions associated with its purchase. 
On 15 January 1983 we wrote to Treasury detailing,^ 
possible breaches by them of the Banking (Foreign 
Exchange) Regulations. 

. We have files on many other names mentioned in the 
schedules. Except in t;ha case of Nugan Hand Ltd and 
Messrs Aston and Murray, our files disclose no 
information apparently relating to the transactions 
described in the schedules. 

On the face of it, the transactions reported by the 
Commission involve breaches of the Banking (Foreign 
Exchange) Regulations (as then in effect), specifically 
Regulations 8(3) (a) (i) and (ii) and Regulation 41. 

At the request of the Federal Police, who are conducting 
enquiries on behalf of the Nugan Hand Royal Commission 
into the "Yorkville Contra account" of Nugan Hand, the 

[Bank recently gave access to police officers to its files 

•on persons named in the schedules. 

We hre f orwarding this material to you for any action you 
consider necessa ry. 

Yours faithfully, 




M.R. Hill 
Secretary 



Encl . 



ROYAL COMMISSION OI INQUIRE INTO THE ACTIVITIES 
OF THE NUGAN HAM) GROUP ' ^ 



r 



omtaissiQfier: Tni Hon Mr. Jtstice D. G. Stewart 
-Cretan Mr. G. R. Linnahi 



G.P.O Box 2528 
Sydney N.S.W. 2001 
Australia 

Telephone: (02) 358 2488 



28 June 1985 



The Secretary 
Reserve Bank of Australia 
Level 10, 65 Martin Place 
SYDNEY N.S.W. 2000 

Attention : Chief Manager 

v International Department 



Dear Sir, 

Re: Information furnished pursuant to section 6P 
of the Royal Commissions Act 1902 

The following material (CD11545) is provided to you by the 
Commission pursuant to section 6P of the Royal Commissions Act 1902 on 
the basis that its contents may provide evidence of offences within your 
law enforcement area. 

The Commission has prepared three schedules of transactions, 
which provide details of a facility which the Nugan Hand Group termed 
'Yorkville Contra' whereby a client could deposit money with a particular 
Nugan Hand company in one country on the understanding that the client 
had the right to receive an equivalent amount from a Nugan Hand company 
In another country. In each case one of the countries concerned would be 
Australia and there would be no transmission of money across national 
borders. The word 'Yorkville' was a reference to the fact that in the 
early days of the Group the clients using this facility were treated as 
clients of Yorkville Nominees Pty Ltd. Each of the schedules is based on 
a different accounting source and should, with one possible exception, 
represent different transactions. 

Schedule D 

This schedule contains a list of all Yorkville Contras which 
were recorded in an account entitled ' Yorkville Contra ' in the books of 
the Nugan Hand Bank. The Nugan Hand Bank, of course, was incorporated in 
the Cayman Islands. 

Schedule E 

This schedule contains a list of all Yorkville Contras included 
in the account entitled 'Nugan Hand Ltd* in the books of the Nugan Hand 
Bank. The majori ty of these transactions were of a particular type, that 
is, deposits mad e^rom) overseas to Nugan Hand Ltd in Sydney, the 
liability for which was assumed by the Nugan Hand Bank which in due 
course repaid the deposit overseas. Before July 1977 these were included 
in the account styled 'Yorkville Contra'. Thereafter they were included 
in the account entitled 'Nugan Hand Ltd'. These transactions have been 
included as Yorkville Contras because they satisfy the basic definition 



of a Yorkville Contra although it could be argued that in the case of 
some of these transactions repayment by a different company in a 
different country was not so much a facility for the client's purposes 
but rather an arrangement which was convenient to the Nugan Hand Group. 

Schedule F 

This schedule refers to Yorkville Contra transactions to or from 
the Nugan Hand Bank which were not included in the books and records 
styled 'Yorkville Contra* and 'Nugan Hand Ltd'. It also includes 
transactions to or from Nugan Hand Inc. Panama (before the formation of 
the Nugan Hand Bank) as well as those located amongst the records of 
Nugan Hand (Hong Kong) Ltd and Nugan Hand Singapore (Pte) Ltd. Many of 
the transactions relate to deposits received in Australia for which 
International Certificates of Deposit were issued by the Nugan Hand 
Bank. It should be noted that a journal entry of 30 June 1979 in the 
bocks of the Nugan Hand Bank charged the account entitled 'Yorkville 
Contra' for adjustments made to deposits accepted from clients in the 
amount of US$2.3 million. 

In compiling the schedules it was noted that the Nugan Hand Bank 
books and records showed inconsistencies in the exchange rates adopted 
from time to time. When a credit was raised in the Nugan Hand Bank's 
books, in respect of a Yorkville Contra transaction, the Nugan Hand Bank 
applied the middle rate on that day. When the Nugan Hand Bank purchased 
or sent a draft or telegraphic transfer overseas the buying rate on that 
day was applied. When the books and records were written up, the rate 
applicable at the end of the month, at the end of several months, or at 
the end of the financial year was used to convert Australian, Hong Kong 
and Singapore dollars to United States dollars which was the currency 
used by the Nugan Hand Bank for recording purposes. Accordingly, the 
Nugan Hand Bank records sometimes reflected different United States 
dollar amounts for the same transaction. Where this occurred and where 
the situation was otherwise unclear, the Commission has taken the rate 
ruling on the day of the transaction. 

Schedule G 

In addition to these three Schedules which contained only the 
essential facts concerning each transaction, namely, date, amount, client 
etc, a further Schedule has been prepared setting out the detailed 
circumstances of each of these transactions to enable their complexity 
and diversity to be appreciated. 

Please sign and return the attached copy of this letter and the 
schedules to acknowledge receipt of these documents. 
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TEl 71 9111 



ATTORNEY- GENERAL'S DEPARTMENT 



ROBERT GARRAN OFFICES 
NATIONAL CIRCUIT 
BARTON A.CT. 2600 

PLEASEOUOTE CL85/ 9 372 : JF 
YOUR REF 



2 October 1985 



The Secretary, 

Department of the Special Minister 

of State, 
West Block , 

PAR K ES A.CT. 2600 



Atten t ion: Mr M.F. Domney 



Stewart Commission On Nugan Hand Final Report . 

I refer to your memorandum of 30 September 1985 and to the 
attached Draft Cabinet Submission. 

2. This Department's comments are made in light of the 
preponderance of specific offences against New South Wales law 
rather than Commonwealth law which the Commission has found 
have been committed. 

3. In the Draft Submission, the first sentence of paragraph 
4 should be deleted and replaced by words to the following 
effect - 



no I 



"4. The Commission did find evidence of breaches by 
companies of the Nugan Hand Group, its principals and a 
number of its employees, mainly of New South Wales 3taW£ 
(particularly provisions of the Crimes Act and of the 
Companies Act) relating to the fraudulent conduct of 
company business. The Commission also found evidence to 
indicate breaches of some Commonwealth laws (the Banking 
(Foreign Ex chan ge ) /A^^aj^JjJ th en applied and taxation 
legislation). ■ TCtfiUW** ***f 



firs 



In the proposed Ministerial Statement ( Attachment A) the 
t sentence under the sub-heading " Other Illegal Activities 
he foot of p. 8 should be deleted and replaced by words to 
following effect - 



"The Royal Commission did, 
been breaches by companies 
principals and a number of 
South Wales laws and, also 



however, find that there have 
in the Nugan Hand Group, its 
its officers, mainly of New 
of some Commonwealth laws." 



5. One other comment is made concerning the proposed 
Statement. In light of the difficulties in obtaining evidence 
to which the Commission refers (see esp. paras 3.1.3.-4) you 
might consider inserting on page 7 , immediately following the 
statement of the terms of reference, a sentence to the 
following effect - 

"In the Report the Commission makes a number of positive 
findings, but indicates that its work was hampered by - 

• the concealment or destruction of a number of 
relevant documents ; 

the impossibility of hearing evidence from Mr Nugan 
and 

the fact that evidence could not be obtained from 
Mr Hand . 1 



Yours sincerely , 



Sgd. John F. Ley 



(JOHN F. LEY) 
for Secretary 

c.c. Secretary, Department of the Treasury 

Director of Public Prosecutions 

The Commissioner, Australian Taxation Office. 




mo 



IN CON WW* 



DEPARTMENT OF THE SPECIAL MINISTER OF STATE 



West Block, Canberra, A.C.T. 2600 
Telephone: 70 2211 



Mr G. Gleeson 
Secretary 

Premier 1 s Department 
State Office Block 
SYDNEY NSW 2000 



Dear Mr Gleeson 

As you are aware the Final Report of the Royal Commission into 
the Activities of the Nugan Hand Group was presented to the 
Commonwealth and New South Wales Governments on 4 July 1985, 
I understand it has been agreed in discussions between officers 
of our Departments that some deletions from the report will be 
necessary prior to tabling in the two Parliaments in order to 
avoid prejudice to pending prosecutions or fair trial. 

Attached for your consideration is a list of proposed deletions 
as agreed between Commonwealth officials, 

I think you would agree it is highly desirable that the report 
be tabled in the two Parliaments during the current sittings. 
Since some four weeks will be required for final preparation of 
the report, it would be appreciated if you could provide me 
with a formal response to the proposed deletions within the 
next few days. Following that response, Commonwealth officials 
will seek final approval for the deletions from the Commonwealth 
Attorney-General and the Special Minister of State. 

Yours sincerely 



A.D. McGAURR 
Secretary 




^P^osed Deletions for Publication of Nugan Hand Royal Commission 
Final Report 



Prejudice to fair trial of Moloney 

2.48.12 delete paragraph plus endnote 28 

2.74.6 delete name (x 2) and reference to profile and 

endnote 11 

3.8.38 delete paragraph and endnotes 66, 67, 68, 69 

3.8.44 delete name and endnote 83 

3.8.46 delete last sentence and endnote 85 

3.9.7-108 delete the paragraphs and endnotes 5-188 

Prejudice to fair trial of Swan 

2#70 .3 delete 5th and 6th sentences and endnotes 5 and 6 

2# 7o.5 delete 5th and 6th sentences and endnotes 8-11 

2.10.1 delete paragraph, and endnotes 13 & 14 

3.9.7-108 delete the paragraphs and endnotes 5-188 

Prejudice to prosecution of Ward 
4.2.17 delete paragraph 

Recommended by Royal Commissioner 

10.3-10.208 delete paragraphs plus endnotes 1-260 
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DEPARTMENT OF THE SPECIAL MINISTER OF STATE 

West Block, Canberra, A.C.T. 2600 
Telephone: 70 221 1 



The Secretary 

Department of the Treasury 
Treasury Building 
Parkes Place 
PARKES ACT 2600 



Attention: Mr J. Fisk 



NUGAN HAND FINAL REPORT 



(sua**** 



Attached for final comments is a draft Cabinet Submission on the 
above report, taking into account previous comments. 

2. It is expected that detailed agreement on the deletions to (fZ/ e ^ AA ^ ah 
be made will not be achieved until some time next week as the NSW / JL^/ 
Government has yet to consider deletions recommended by A-G's on ^ 

27 September. However, we still propose to lodge the Submission ^j/^ 
on 4 October, making it clear to Cabinet that the deletions will dlMW 
be agreed by the time Cabinet considers the matter. 

3. We propose to seek the approval of the Special Minister of 
State tomorrow (1 October 1985). Your comments would therefore 
be appreciated by midday tomorrow. Contact officer is A Quinn on 
702480. 




M 4? /Domney 

A/g/ Assistant Secretary 
Organised Crime /Policy Branch 



30 Septembl 



► 85 



CABIN ET-IN-CONFIDENCE p/ZJtf^ a< 3<>/?/eS 

FOR CABINET 



Submission No. 
Copy No. 



Title 



Minister 



Purpose/Issues 



Relation to 

existing 

policy 



Legislation 
involved 



Urgency: 

Cr itical/significant 
dates 



Consultation: 
. Ministers/Depts 
consulted 

. Is there 
agreement? 

Cost 

. this fiscal year 
. year 2 
. year 3 



GOVERNMENT'S RESPONSE TO FINAL REPORT OF STEWART 
ROYAL COMMISSION OF INQUIRY INTO THE ACTIVITIES 
OF THE NUGAN HAND GROUP 



To seek Ministers 1 approval of the principles to 
be applied to deletions to be made in the text 
for tabling purposes, and the text of the 
Ministerial Statement to be made by the Special 
Minister of State including the Government's 
response to the recommendations contained in the 
Report. 



Deletions are consistent with past practice in 
relation to protection of fair trial. Government's 
response to recommendations is in keeping with 
current review of Royal Commissions Act and other 
relevant legislation. 



Nil at this stage. 



Report needs to be tabled before the end of the 
current sittings to avoid criticism of Government 
inaction. 



Attorney-General's Department, Office of the Director 
of Public Prosecutions, Australian Taxation Office, 
Australian Federal Police and Departments of the 
Prime Minister and Cabinet and the Treasury. 

Yes 



Nil 
Nil 
Nil 



2016 83 
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CABINET- IN -CONFIDENCE 



V2P5 

Y3L 



2. 




Implications of 
proposals 

social 

economic 

. environmental 

women 

employment 

administrative 

otner 



Wider consultation 

state or foreign 
governments 

unions and 
industry bodies 

other special 
interest groups 



What general or 
sectional support 
can be expected? 



What criticism is 
anticipated and 
how will it be 
answered? 



Timing and 
handling of 
announcement of 



Not applicable 
Not applicable 
Not applicable 
Not applicable 
Not applicable 

Proposed action in relation to Royal Commissions Act, 
tax havens, judicial assistance treaties and companies 
legislation will improve law enforcement administration. 

Not applicable 



The New South Wales Government has been consulted 
and is in agreement on the proposed deletions to 
the text of the Report, 

Not applicable 

Not applicable 



General support could be expected for measures taken 
as a result of the Royal Commission to strengthen 
legislation against criminal activities. 



None expected, although there may be comment on 
deletions from the Report. This may be answered 
by reference to the need to avoid prejudice to 
prosecutions/fair trial . 



Ministerial Statement to the Parliament during the 
current sittings (see Attachment A, page 6) 
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CAB1NET-IH-C0NFIDENCE 



w BACKGROUND 

On 4 July 1985 Mr Justice Stewart submitted to the Government the 
Final Report of the Royal Commission of inquiry into the Activities 
of the Nugan Hand Group. The Royal Commission was set up in 1983 
as an extension of the terms of reference of the Stewart Royal 
Commission into Drug Trafficking. 

2. The Commissioner had already presented two interim reports: 
Interim Report No. 1 concluded that there had not been 
improper interference with the investigations of the former 
Federal Narcotics Bureau and that, although the decision 
to cease investigation of the Nugan Hand Group invited 
criticism, no member of the Bureau had behaved dishonestly 
or improperly; and 

Interim Report No. 2 concluded that there had been no 
breaches in the law by the Nugan Hand Group in its 
relations with local Government authorities in New South 
Wales apart from the publication of false accounts and 
the failure to hold the requisite dealer's licence. 

3. The Final Report concludes that there is no evidence to 
support allegations that the Nugan Hand Group was directly involved 
in: 

drug trafficking; 
arms dealing; or 
dealings with the CIA. 

4. The Commission did find evidence of breaches by the Nugan Hand 
Group of Commonwealth and State laws relating to the fraudulent 
conduct of company business (for example, tax avoidance, breache/! of 
exchange controls^ breaches of the Companies Act). The Commission 

CABINENN-CONFIDENCE 
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has maoe no recommendations as to prosecutions but has passed 
information relating to breaches of laws to the relevant law 
enforcement bodies. 

CONSIDERATION OF THE ISSUES 
Deletions 

5. Deletions to the report are proposed to minimise, as far as is 
reasonably possible, prejudice to investigations, prosecutions or 
fair trial. The NSW Government has requested some deletions for 
similar reasons. There has been considerable discussion between 
relevant agencies on the extent to which deletions should be made 
in a report which is liberally sprinkled with names of persons who 
have not been found guilty of an offence, bearing in mind also that 
publication of the report with large-scale deletions might render 

it largely incomprehensible and could attract considerable criticism 
and add to speculation. Mr Justice Stewart has recommended for 
deletion only Part 10 of the report, containing his assessment of 
persons who appear to have committed criminal offences. The Attorney- 
General and I consider that some further deletions are necessary to 
protect the rights of particular individuals to a fair trial. The 
specific parts to be deleted have been agreed between relevant 
Departments and also with the NSW Government. A marked copy of the 
report showing all proposed deletions is available in the Cabinet 
office. 

Response to Recommendations 

6. The proposed Statement at Attachment A, page 6 , sets out 
the Government's response to the recommendations contained in the 
report, noting action under way or proposed. The contents of the 
Statement have been cleared by relevant Departments. 

CABINET-IN-CONFIDENCE 
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'reroling 

7. As the Royal Commission was also operating under Letters 
Patent from the Governor of New South Wales, the Final Report was 
presented to both Governments. It is proposed that it be tabled in 
the NSW Parliament on the same day as it is tabled in the Federal 
Parliament, during the current sittings. 

RECOMMENDATION 

8. I recommend that Cabinet: 



(a) approve the principle that deletions be made from the 
Final Report of the Royal Commission of Inquiry into the 
Activities of the Nugan Hand Group of material which 
could prejudice prosecutions or fair trial; 

(b) note that the Special Minister of State and Attorney-General 
will agree on the detail of the deletions in consultation 
with the New South Wales authorities; and 

(c) approve that a statement along the lines of the draft 

at Attachment A be made for presentation of the Report to 
the Parliament as soon as possible during the current 
sittings. 
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NUGAN HAND ROYAL COMMISSION MINISTERIAL STATEMENT 

For the information of Honourable Members, I present the final 
report of the Royal Commission of Inquiry into the Activities of 
the Nugan Hand Group conducted by Mr Justice Stewart. I seek leave 
to make a statement on the report. 

On 28 March 1983 the terms of reference of the Royal Commission of 
Inquiry into Drug Trafficking were extended to allow the Royal 
Commissioner, Mr Justice Stewart, to inquire into activities of 
the Nugan Hand Group of companies and related matters. 

Interim Reports 

The Royal Commissioner has since submitted two interim reports. 
Interim Report No. 1 was presented to the Government on 13 October 
1983 and was tabled in the Commonwealth Parliament on 6 December 
1983. This report dealt with the allegations of improper interference 
with the investigations of the former Federal Narcotics Bureau, 
that is, terms of reference (e), (f) and (g) of the Letters Patent 
issued by the Governor-General. The Commission found no evidence 
to support allegations of improper interference with the investigations 
of the Federal Narcotics Bureau or of dishonest or improper behaviour 
on the part of any member of the Bureau. 

The second Interim Report was presented to both the Commonwealth 
and New South Wales Governments on 13 December 1984 and tabled in 
the Commonwealth and New South Wales Parliaments on 20 March 1985. 
This report concentrated on terms (b), (c) and (d) contained in 
both the Commonwealth and New South Wales terms of reference and 
considered whether there had been any contravention of New South 
Wales or Commonwealth laws by the Nugan Hand group in its relations 
with local Government authorities in New South Wales. 

| CABINET-IN-CONFIDENCE 
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n^^Royal Commissioner found that Nugan Har 



Tn^^Royal Commissioner found that Nugan Hand Ltd had published false 
accounts to the Councils and did not have the requisite dealer's 
licence, but that apart from these matters there was no evidence to 
support any further allegations. 

Final Report 

The Report I am tabling today, which is also being tabled in the New 
South Wales Parliament, is the Final Report of the Royal Commission 
dealing with the terms of reference not covered by the earlier 
reports (term of reference (a) of both Letters Patent), namely: 
whether the Nugan Hand Group engaged in activities involving 
contravention of laws of the Commonwealth [or New South Wales] 
(in particular, laws relating to the importation, exportation 
or possession of drugs or armaments or laws relating to exchange 
control ) . 

Drug Trafficking Allegations 

Honourable Members will recall that from 1977 onwards allegations 
were made that the Nugan Hand Group was involved in drug trafficking. 
The Royal Commissioner inquired into these allegations and concluded 
that there was no evidence to support assertions that the Nugan 
Hand Group was involved in the importation, distribution or financing 
of the drug trade. In addition, with respect to the Nugan Hand office 
opened in Chiang Mai, Thailand, the Commission found that there was 
"no evidence to support the allegation that the office in Chiang Mai 
was established to attract deposits from drug producers of the so- 
called 'Golden Triangle'". 

This is not to say that Messrs Nugan and Hand did not provide financial 
services to persons associated with the drug trade. The Royal 
Commissioner points out that Nugan and Hand were prepared to 
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acce^f cash deposits through their companies regardless of their 
source and with the assurance that no questions would be asked 
concerning their source. 

Arms Dealings 

Several previous inquiries, including those conducted by the NSW 
Corporate Affairs Commission, the Commonwealth/NSW Joint Task Force 
on Drug Trafficking, and the Costigan Royal Commission referred to 
the Nugan Hand Group's possible involvement in arms dealings and 
recommended further investigations. This Royal Commission was 
able to look more closely into the possible arms connection and found 
no evidence to support the allegations. Several attempts to initiate 
arms deals are instanced but on each occasion the attempt came to 
nothing. 

CIA Involvement 

The Royal Commission inquired into an allegation that the Nugan Hand 
Group was used by and/or used the CIA. The Commission found this 
allegation to lack substance being based on the coincidence that the 
Nugan Hand Group employed several former US army personnel some of 
whom had had CIA connections at some stage. The US Senate Select 
Committee on Intelligence reached a similar conclusion in its 
inquiry and the Royal Commission's perusal of FBI files also showed 
nothing to support these allegations. 

The Commission therefore found the allegations of Nugan Hand 
involvement in drug trafficking, arms deals and financing the CIA to 
be unsupported by the evidence. 

Other Illegal Activities 

The Royal Commission did, however, find considerable evidence of breaches 
by the Nugan Hand Group of Commonwealth and State laws. All of the 

CABINET-IN-CONFIDENC: 
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criminal breaches identified are related to the fraudulent conduct 
offtmpany business with respect to one or more companies in the 
Nugan Hand Group. The Commonwealth laws breached were tax laws, 
foreign exchange regulationsAand the Royal Commissions Act. 

(*. flu 4f/^f 

The Commission has already passed on a considerable amount of 
information to relevant law enforcement bodies (pursuant to section 
6P of the Commonwealth Royal Commissions Act) which may lead to 
further criminal offences being identified by those bodies. 

The Commission made its assessment of the involvement of particular 
individuals in criminal behaviour on the basis of the civil standard 
of proof and therefore made no recommendations with respect to 
prosecutions. However, the conclusions as to criminality need to 
be followed up and the Commission has passed information, which may 
I lead to prosecutions, to the relevant law enforcement bodies. 

Deletions 

The Government is aware that a significant amount of the information 
contained in this Report has been published previously. However, 
following consultation with the NSW Government and on the advice of 
the Director of Public Prosecutions, the Attorney-General's Department 
and the Australian Federal Police, the Government has decided to delete 
some sections of the public version of the report that might otherwise 
prejudice prosecutions or fair trials. Mr Justice Stewart has been 
informed of the Government's decision. 

Recommendations 

The Royal Commission has made a number of policy recommendations 
which are currently under active consideration by the Government: 
(1) The Commission has recommended amendments to the Royal 

Commissions Act to provide for the application of the rules of 
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natural justice to the proceedings of Royal Commissions and to 
provide for Royal Commission powers to remain in force following 



the delivery of Reports to enable the transfer, to relevant 
authorities, of material gathered by Royal Commissions. 
A review of the Commonwealth Royal Commissions Act has been 
underway for some time and both of these issues will be 
considered before amendments are finalised. It is expected 
that this will be completed shortly. 

(2) The Royal Commission has also recommended that access to Cayman 
Island banking documentation be arranged through an agreement 
with the United Kingdom and that modern judicial assistance 
treaties be established between Australia and other appropriate 
countries. The Commonwealth Secretariat is preparing a proposed 
scheme for the tendering of mutual assistance in criminal 
matters as between member nations of the Commonwealth. Australia 
has specifically raised the question of access to Cayman Island 
documentation in this regard. It is hoped that the scheme will 

be settled at the Commonwealth Law Ministers' meeting in July 1986. 
Additionally it is intended to commence negotiating bilateral 
mutual assistance treaties with non-Commonwealth countries in 
the near future. 

(3) The Attorney-General is considering the Royal Commissioner's 
recommendations for legislation to provide for the specification 
of the duties of auditors and for the review, by the National 
Companies and Securities Commission, of the Companies Code. 
State Governments have important responsibilities in this area 
and it is proposed to hold discussions with them with a view to 
formulating an appropriate response. 
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retreittmerrete-trTTTn -that committee -i>e-N&e-fe^rp- to liaise with 
professional bodies -w4rt^~a--j/i-e^ criteria for 

the issuing of Bankers' Opinions. This matter will also 
require considerable consultation with the States and the 
financial industry. 
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DRAFT ONLY (Subject to Discussion with NSW Authorities) fob 
^ STEWART ROYAL COMMISSION REPORT ON NUGAN HAND 

Detailed List of Proposed Deletions 

HILL 



2 • 


2 


• 6 6 


delete 


name 


( once ) 




2. 


2 


.67 


delete 


name 


(x 


3) 




2 . 


2 


.68 


de let e 


name 


(x 


2) 




2. 


2 


.70 


delete 


name 


(x 


2) 




2. 


2 


.71 


delete 


name 


(x 


2) 




2. 


2 


.74 


delete 


name 


(x 


2) 




2. 


2 


.76 


delete 


words 


m 




the situation" . 


2. 


2 


.77 


delete 


name 


( once ) 




2. 


9 


.11 


delete 


name 


in 


third sentence 


, the words "where he 








and Mr 


S.K. 


Hill (2.33) were 


the only two with any 



knowledge of the Group's financial situation." 

2.10.2 delete name (x 2) 

2.33.5 delete words following "April 1980" to end of para. 

2.33.6 delete the para. 
2.33.7 

2.33.8 delete all but 1st sentence of para. 

2.33.9 delete the paragraph. 

2.33.10 delete 4th sentence and rest of para. 

2.33.11 delete 

2.33.12 delete 2nd sentence 

2.33.13 delete words "and his role in the concealment and 
destruction of records are" 

2.36.5 delete name (x 3) 

2.52.4 delete name (once) 

2.56.6 delete final sentence 

2.64.2 delete 2nd and 3rd sentences 

2.64.3 delete name (x 2) 

2.65.9 delete name (once) and ref. to profile 

2.71.5 delete name (x 2) 
2.76.9 delete name 

3.1.37 delete at least name (x 4) (but check other refs to 
Hill's refusal to give assurance elsewhere) 









3^. 3 8 


delate words - -who on the evidence in the Sydney 
utt ice 




3.2.19 


delete 1 a c t- con»- r- 

~ iabc sentence of para 




3.2.11 
3.3.36 


delete words -whose association with' to end of para 
delete the sentence commencing on the top line to 

P • 4 j J 


4 


3.3.55 


ueiece name (once) 




3.4.25 


delete name ( x 3 ) 




3 • 4 . 3 6 


delete name 




3.4.63 


ae le te name 




3.4.67 


ueiece znd sentence 




3.4.76 


ueiece name (once) 




3.4.77 


ueiece name (once) 




3.4.78 


delete name ( x 2) in 1st 2 sentences, and whole of 
lasc ^ sentences 




3.4.92 


ueiece name (once) 




3.5.6. 


aeiece name (once) 




3.5.27 


delete name (once) 




Endnote 
3.6.20 


7 P. 510 - delete words from "although. .. Anyone else" 
ueiece last sentence 




3.6.39 
3.7.2 
3.7.6. 
3.7.7. 


delete name ( x 3) but not from last sentence 
delete name (once) and ref to profile, 
delete para, except for 1st sentence 
delete para. 




3.7.8. 


ueiece pa r a . 




3.8.8. 


delete 2nd. irH >i *- u «~ % 

^uu, jra ana 4tn sentences 




3.8.9. 


aeiece name (once) 




3.8.24 


delete name (x 2) in 3rd and 4th sentences; also 
delete words • ... why didn't Hill know, why didn't 

Hill »- ^ 1 1 m 

Mill tell me ■ 




3.8.25 


delete name (once) 




3.8.29 


delete name (once) 




3.8.32 


delete name ( x 2 ) 




3.8.39 
3.8.40 


delete name (once), the words "that he had signed- in 
the second line, and the reference -(see 3.3.46)- 
ueiece para 


• 


3.8.43 


aeiece para 




3.8.44 


ueiece para 




3.8.50 


ueiece para 




3.8.51 


delete name (2nd and 3rd time appearing) and last 2 
sentences 





WL. 8.52 


delete 


para 




8.59 


delete 


name 


(x 2) 


3.8.69 


delete 


name 




3.8.80 


delete 


name 


(x 3) 


3.8.85 


delete 


name 


in 1st line 


3.8.90 


delete 


name 


(x 3) in last sentence 


3.8.91 


delete 


name 


( once ) 


3.8.92 


delete 


name 


(x 2) 


3.8.93 


delete 


name 


(x 4) 


3.8.131 


delete 


names Hill (once) and Moloney 


4.1.63 


delete 


name 


( once ) 


4.1.68 


delete 


last 


sentence 


4.1.69 


delete 


name 


in 1st and 2nd sentences 




sentence 




4. 1.70 


delete 


name 


(x 4) 


4.1.71 


delete 


name 


( once ) 


4.1.72 


delete 


name 


(x 3) 


4. 1.73 


delete 


name 


(x 2) 


4.1.74 


delete 


name 


( once ) 


4.1.85 


delete 


name 


( once ) 


4.1.88 


delete 


name 


( once ) 



Endnote 141 delete note 

4.1.98 delete name (once) 

4.1.101 delete name (x 3) 

4.1.105 delete name (once) 

4.2.14 delete name and ref. to profile 

4.2.17 delete last sentence 

4.2.76 delete name (once) 

4.2.120 delete name (once) 

4.2.121 delete name (once) 

4.2.123 delete name in 1st sentence. Delete 2nd, 3rd and 4th 
sentences and relevant end notes. Delete name in last 
sentence 

4.2.124 delete name (x 3) 

4.2.125 delete names (x 2) 

4.2.129 delete name (once) 

4.2.130 delete words "and Mr Hill may have been present" and 
name in 2nd sentence 

4.2.131 delete name (once) 
4.2.133 delete para 



♦ 



}.134 delete name (x 2) 
4.2.136 delete name (once) 
4.2.138 delete para 
4.2. 139 delete para 
4.2.140 delete name ( x 2) 
4.2.148 delete name (once) 

4.2.161 delete name (once) 

4.2.162 delete name (once) 
4.2.166 delete name (once) 
4.2.174 delete name (once) 
4.5.16 delete name (once) 
4.7.1. delete name (once) 

4.7.4. delete para 

4.7.5. delete name (once) 
4.7.7 delete name (x 4) 

4.7.8. delete name in first lin e and and, in 2nd and 3rd 

lines delete -after Mr Hill in April 19?5 and . 

4.7.9 delete name (once) 

4.7.10 delete name (x 3) 

5.4 delete name (once) and ref. to profile 

5#9 delete name (once) 

5#16 delete name (once) 

5.18 delete name (once) 

5.23 delete name in 2nd line and -April- and -when Mr Hill 

returned 4.7.7 - 4.7.8)- 

5-25 delete name (once) 

5.29 delete name (x 2) 

5.33 delete name (once) 

5.153 delete name (once) 
6.43 delete name (x 3) 

8.43 delete name and ref to profiles (x 2) 

8.45 delete 1st sentence 

Endnotes 



Delete all endnotes referred to in passages deleted or 
partially deleted. 
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Detailed List of Proposed Deletions 



2.48. 12 
2.74.6 

3.8.38 
3.8.44 
3.8.46 
3.9.21-108 



delete paragraph plus end note 28 

delete name (x 2) and reference to profile and 

note 11 

delete paragraph and relevant end notes 

delete name and endnote 83 

delete last sentence and endnote 85 

delete the paragraphs and endnotes 66, 67, 68, 69 



SWAN 

2.70.3 delete 5th and 6th sentences and relevant end note 

2.70.5 delete 5th and 6th sentences and relevant end note 

2.70.7 delete paragraph, and endnotes 10, 13 & 14. 

3.9.21-108 delete the paragraphs and endnotes 66, 67, 68, 69 
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PART 10 



Detailed List of Proposed Deletions 



10.3 

10 . 7 

10.11 
10. 12 
10 . 13 
10 . 15 

10/17 
10 . 20 
10.23 
10 . 24 
10.27 
10 . 28 
10 . 30 
10.32 



10 . 34 « 177 



10.18 1 
10 . 186 
10 . 190 



delete reference to names Hill (once) and Brincat 
( once ) 

delete all words from "Second" to the end of the 
par a • 

delete *^ 

9/ - - f) 

delete/second sentence 4 * name Brincat (once) 

delete names Hill (x 2) and Brincat (once) 

delete names Hill (once), Brincat (once) and Shaw 

( once ) 

delete para . 
omit the last sentence 
omit the para 

delete names Hill (x 2) and Brincat (x 2) 
delete names Hill (x 3) and Brincat (x 2) 
delete names Hill (once) and Brincat (once) 
delete name Hill (once) and profile 
delete name Hill (x 2) 

10 *£3fc. 179^ to "the provisions of B 

delete 3rd sentence 
delete para 



E n d n o t es 



Delete all except 1-20 and 235, 237 
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NOTE FOR FILE 



STEWART ROYAL COMMISSION REPORT INTO NUGAN HAND - 
GOVERNMENT'S RESPONSE 



I attended (on an observer basis) a short OCLE Working Group 
(WG) meeting at DOSMOS on 23 September 1983 concerning the 
above. Other officers present were: 

Mr M. Domney (Chairman) DOSMOS 

Ms A. Quinn 

Mr M. Hansen AFP 

Mr K. Vassarotti and one other PM&C 

Mr H. Woltring AG's 
Ms J. Jackson and one other 

2. Mr Domney advised the meeting that their Department 
Copies to: proposed that the/r Dm/sfer would table the Report in the 

/O week commencing 14 October 1985. To achieve this, it would 

£y Mr J ep^n^44^> be necessary to lodge the draft Cabinet Submission with the 
Q tyr Edw ^gd c Cabinet Office by the end of this week or early next week. 



3. Mr Domney circulated a schedule of proposed deletions 
from the Report (Attachment l) which had been agreed with the 
NSW Governm^fTtr^ advi^hs^was awaited from them in respect of 
Pollard anjfl Scott-Kemmik. In response to Mr Domney 's enquiry 
of those p!<esent, AFP adyised that they were having 
discuss ions>*i £h the^ Reserve Bank over 'Yorkville Contra 1 
matters (see AFP memorandum at Attachment 2) but as both 
/iff-. parties were quite relaxed about the matter they did not 

* propose any further deletions. Ms Quinn indicated that the 

ATO and DDP had advised they had no firm views on further 
jdeletions. I informed the meeting that as possible deletion 
(of names did not involve any policy aspects as far as 
(Treasury was concerned, we considered such deletions to be a 
I matter for AG's and any other interested departments. PM&C 
appeared also not to have strong views. AG's however , 
indicated they considered further propoood deletions 
desirable and circulated a list of further deletions of 
substance (Attachment 3) which, after discussion, they agreed 
to quickly submit to the NSW Government. (It became evident 
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during the meeting that the Commonwealth was not, at this 
stage, making any investigations into any person mentioned in 
the report and was not charging and did not propose to charge 
any person with a breach of Commonwealth law; the deletions 
already agreed to by the WG covered references to persons, 
namely Hill, Swan and Maloney who had been^ or were expected 
to be. committed for trial under NSW law.) Mr Woltring's view 
was that all matters which would be left to a jury to decide 
should be deleted to give accused persons a fair trial. It 
was agreed that the Attorney-General and Special Minister of 
State (and possibly the Prime Minister) should decide on the 
actual deletions to be made from the report. 

4. The draft Cabinet Submission (23.9.85) distributed at the 
meeting (Attachment 4) was not fully considered - only a 
couple of aspects were discussed - however, a new draft 
(Attachment 5) was circulated on 24.9.85. I confirmed at the 
meeting that Treasury had the bankers' opinion recommendation 
in hand and that we would advise any change necessary to the 
DOSMOS wording in (4) of Attachment A, page 10, as follows :- 

■ (4) Finally, the Treasurer is considering the Royal 
Commissioner's recommendation that a committee be set up 
to liaise with professional bodies with a view to 
establishing criteria for the issuing of Bankers' 
Opinions. ' 

To more precisely indicate the current position, the above 
text might be amended to read:-, /,U 



liaise witji_^r^fessix>^^ to consider establishing 

criteria f or the~TT^uing^uf^bankers ' opinions.' 

5. A reading of the draft Cabinet Submission and the revised 
version received on 24 September, 1985, indicates references 
to Treasury/Treasurer and aspects concerning the Treasurer's 
portfolio responsibilities (excluding tax matters) are on the 
cover sheet, in paragraph 6 of the Submission and in the 
proposed Ministerial statement on pages 7 to 10. The only 
reference which would seem to require our attention is the 
last paragraph on page 10 concerning the bankers' opinion 
recommendation (referred to in the previous paragraph) . 

6. The meeting concluded on the basis that:- 

the WG would liaise further with the NSW Government on 
deletions to the Report; 

a revised draft Cabinet Submission would be circulated 
(Attachment 5) ; 



1 (4) 




committee to 
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the WG would consult OCLE on the draft Cabinet Submission 
later this week; 

the WG would probably need to meet again at the end of 
the week to finalise the draft Submission. 

J. A. Fisk 

2£ September , 1985 
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Nugan Hand Royal Commission Final Report 
Deletions Sub-Committee Meeting 
23 September 1985 



AGENDA 

1. Timetable 

2. Deletions Agreed to Date 

Paragraph Page 
Volume 1 

2.33.8 - 2.33.9 i 84 



Reason 



NSW - 



2.48 - 2.48.12 219-222 NSW - 

- Delete all mention of 
Maloney and Swan? 

- endnotes? 



NSW - 



DPP - prejudice to prosecution. 



2.70 - 2.70.10 271-273 

last sentence para 3.6.20 511 NSW - 

3.9 - 3.9.108 573-608 NSW - 
Volume 2 

4.2.17 682 

4 - 5 ' n 767-768 NSW - 

- Why Pollard? 

4.7.1. - 4.7.8 801-803 NSW - 

(804?) 

- Scott-Kemmis - CAC to / * 9 * ^ CUU^>o /fyC* * 
prosecute? If not, leave in. / ** t "^~v 

10.1 - 10.208 plus endnotes 1001- 1092 NSW & C/W 

(but not 1st 2 paras?) 



3. 



Cabinet Submission 



20 September 1985 



The Secretary 

Department of the Special Minister of State 

West Block 

PARKES ACT 2600 



Attention: Mr M. DOMNEY 



Thank you for sending to us a copy of the draft index for the 
abovementioned report. 



We have checked the names in the draft index against our BCI 



indices and advise that no individual or corporate identity is currently the 
subject of AFP investigation. Inquiries with the Commonwealth/NSW Joint Task 
Force have also given a negative result. 

It is the AFP's view, therefore, that at this stage, with the 
exception of parts 10.3 to 10.208 inclusive and the Endnotes of Chapter 10, 
there is no reason why the report should not be tabled in the Parliament. 

We point out, however, that the Royal Commission, under section 
6P of the Royal Commissions Act, has recently passed to the AFP for 
investigation matters relating to the facility which the Nugan Hand Group 
termed 'Yorkvilie Contra'. As explained in recent discussions, the AFP is 
liaising with the Reserve Bank regarding •Yorkvilie Contra 1 and also with 
the Australian Taxation Office which is carrying out its own investigation. 

It will be ^ome time before AFP investigations into 'Yorkvilie 
Contra' are finalised. 
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Submission No 



Copy No. 



Title 



Minister 




/5>/H 



Relation to 

existing 

policy 



Legislation 
involved 



/ 



Urgency: 

Ci itical/significant 
dates 



Consultation: 
. Ministers/Depts 
consulted 



, Is there 
agreement? 



Cost 

. this fiscal year 



. year 2 
. year 3 



GOVERNMENT'S RESPONSE TO FINAL REPORT OF STEWART 
ROYAL COMMISSION OF INQUIRY INTO THE ACTIVITIES 
OF THE NUGAN HAND GROUP 



To seek Ministers' approval of the principles to 
be applied to^ delet ions to be made in the text 
for tabling purposes, and the text of the 
Ministerial Statement to be made by the Special 
Minister of State including the Government's 
response to the recommendations contained in the 
Report. 



Deletions are consistent with past practice in 
relation to protection of fair trial. Government's 
response to recommendations is in keeping with 
current review of Royal Commissions Act and other 
relevant legislation. 



Nil at this stage. 



Report needs to be tabled before the end of the 
current sittings to avoid criticism of Government 
inaction. 



Attorney-General's Department , Office of the Director 
of Public Prosecutions , Australian Taxation Office 
and Departments of the Prime Minister and Cabinet and 
the Treasury. 



Nil 
Nil 
Nil 
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2. 



Implications of 
proposals 

social 

economic 
. environmental 
. women 

employment 

administrative 
. other 



Wider consultation 

. state or foreign 
governments 

. unions and 
industry bodies 

other special 
interest groups 



/ 

/ 



What general or 
sectional support 
can be expected? 



y 



What criticism is 
anticipated and 
how will it be 
answered? 



Timing and 
handling of 
announcement of 
decision 



j 



Not applicable 
Not applicable 
Not applicable 
Not applicable 
Not applicable 

Proposed action in relation to Royal Commissions Act, 
tax havens, judicial assistance treaties and companies 
legislation will improve law enforcement administration, 

Not applicable 



The New South Wales Government has been consulted 
and is in agreement on the proposed deletions to 
the text of the Report. 

••i 

Not applicable 
Not applicable 



General support could be expected for measures taken 
as a result of the Royal Commission to strengthen 
legislation against criminal activities. 



None expected, although there may be comment on 
deletions from the Report. This may be answered 
by reference to the need to protect prosecutions/ 
fair trial. 



Ministerial Statement to the Parliament during the 
current sittings (see Attachment A, page 6) 
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BACKGROUND 



On 4 July 1985 Mr Justice Stewart submitted to the Government the 
Final Report of the Royal Commission of Inquiry into the Activities 
of the Nugan Hand Group. The Royal Commission was set up in 1983 
as an extension of the terms of reference of the Stewart Royal 
Commission into Drug Trafficking. 

2. The Commissioner had already presented two interim reports: 



Interim Report No. 1 concluded that there had not been 
improper interference with the investigations of the former 
Federal Narcotics Bureau and that, although the decision 
to cease investigation of the Nugan Hand Group invited 
criticism, no member of the Bureau had behaved dishonestly 
or improperly; and 

Interim Report No. 2 concluded that there had been no 
breaches in the law by the Nugan Hand Group in its 
relations with local Government authorities in New South 
Wales apart from the publication of false accounts and 
the failure to hold the requisite dealer's licence. 



3. The Final Report concludes that there is no evidence to 
support allegations that the Nugan Hand Group was directly involved 
in: 



4, The Commission did find evidence of breaches by the Nugan Hand 
Group of Commonwealth and State laws relating to the fraudulent 
conduct of company business. The Commission has made no 



drug trafficking; 



arms dealing; or 



dealings with the CIA. 
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reWmmendations as to prosecutions but has passed information 
y relating to breaches of laws to the relevant law enforcement 
bodies . 

CONSIDERATION OF THE ISSUES 

Deletions 

, 5. Deletions to the report are proposed to minimise, as far as 
reasonably possible, prejudice to Investigations, prosecutions o. 
fair trial. The NSW Government has requested some deletions for 
similar reasons. There has been considerable discussion between 
relevant agencies on the extent to which these principles can be 
applied to a report which is liberally sprinkled with names and 
value judgments, bearing in mind also that publication of the 
report with large-scale deletions might render it largely 
/ incomprehensible and could attract significant criticism of the 
Government. Ministers should note that Mr Justice Stewart has 
recommended for deletion only Part 10 of the report, containing h 
assessment of breaches of the law. The Attorney-General and I 
consider that some further deletions are necessary to protect the 
rights of particular individuals to a fair trial. The specific 
parts to be deleted have been agreed with the NSW Government. 



/ 
si 



Response to Recommendations 

6. The proposed Statement at Attachment A, page 6 , sets out 
the Government's response to the recommendations contained in the 
report, noting action under way or proposed. The contents of the 
Statement have be en cleared by relevant De partments. 

Tabling 

7. As the Royal Commission was also operating under Letters 
Patent from the Governor of New South Wales, the Final Report was 



DIM 
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^P^jpnted to both Governments. It is proposed that it be tabled in 
^/the NSW Parliament on the same day as it is tabled in the Federal 
Parliament, during the current sittings. 

RECOMMENDATION 

8. I recommend that Cabinet approve: 

(a) fhe principle that deletions be made from the Final Report 
of the Royal Commission of Inquiry into the Activities of 
the Nugan Hand Group of material which would prejudice 
investigations, prosecutions or fair trial; and 

(b) the text of the Ministerial Statement at Attachment A for 
y presentation of the Report to the Parliament as soon as 

possible during the current sittings. 



(£><2f 
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9 NUGAN HAND ROYAL COMMISSION MINISTERIAL STATEMENT 

For the information of Honourable Members, I present the final 
^/report of the Royal Commission of Inquiry into the Activities of 
the Nugan Hand Group conducted by Mr Justice Stewart. I seek leave 
to make a statement on the report. 

On 28 March 1983 the terms of reference of the Royal Commission of 
y Inquiry into Drug Trafficking were extended to allow the Royal 
Commissioner, Mr Justice Stewart, to inquire into activities of 
the Nugan Hand Group of companies and related matters. 

Interim Reports 

The Royal Commissioner has since submitted two interim reports. 
Interim Report No. 1 was presented to the Government on 13 October 
1983 and was tabled in the Commonwealth Parliament on 6 December 
1983. This report dealt with the allegations of improper interference 
with the investigations of the former Federal Narcotics Bureau, 
^ that is, terms of reference (e), (f) and (g) of the Letters Patent 
issued by the Governor-General. The Commission found no evidence 
to support allegations of improper interference with the investigations 
of the Federal Narcotics Bureau or of dishonest or improper behaviour 
on the part of any member of the Bureau. 

The second Interim Report was presented to both the Commonwealth 
and New South Wales Governments on 13 December 1984 and tabled in 
the Commonwealth and New South Wales Parliaments on 20 March 1985. 
^ This report concentrated on terms (b), (c) and (d) contained in 
both the Commonwealth and New South Wales terms of reference and 
considered whether there had been any contravention of New South 
Wales or Commonwealth laws by the Nugan Hand group in its relations 
with local Government authorities in New South Wales. 
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Royal Commissioner found that Nuaan fia 



TTW Royal Commissioner found that Nugan fiand Ltd had published false 
accounts to the Councils and did not have the requisite dealer's 
licence, but that apart from these matters there was no evidence to 
support any further allegations. 



/ 



Final Report 

The Report I am tabling today, which is also being tabled in the New 
South Wales Parliament, is the Final Report of the Royal Commission 
dealing with the terms of reference not covered by the earlier 
reports (term of reference (a) of both Letters Patent), namely: 
whether the Nugan Hand Group engaged in activities involving 
contravention of laws of the Commonwealth [or New South Wales] 
(in particular, laws relating to the importation, exportation 
or possession of drugs or armaments or laws relating to exchange 
control ) . 

Drug Trafficking Allegations 

Honourable Members will recall that from 1977 onwards allegations 
were made that the Nugan Hand Group was involved in drug trafficking. 
The Royal Commissioner inquired into these allegations and concluded 
that there was no evidence to support assertions that the Nugan 
Hand Group was involved in the importation, distribution or financing 
v of the drug trade. In addition, with respect to the Nugan Hand office 
opened in Chiang Mai, Thailand, the Commission found that there was 
"no evidence to support the allegation that the office in Chiang Mai 
was established to attract deposits from drug producers of the so- 
called 'Golden Triangle'". 

This is not to say that Messrs Nugan and Hand did not provide financial 
services to persons associated with the drug trade. The Royal 
Commissioner points out that Nugan and Hand were prepared to 



- 8 - 

x r»ik tr-f tK i . ATTA CHMENT A 

^ CABINET-IN-CONFIDENCE 

ac^^t cash deposits through their companies regardless of their 
^ source and with the assurance that no questions would be asked 
concerning their source. 

Arms Dealings 

Several previous inquiries, including those conducted by the NSW 
Corporate Affairs Commission, the Commonwealth/NSW Joint Task Force 
on Drug Trafficking, and the Costigan Royal Commission referred to 
the Nugan Hand Group's possible involvement in arms dealings and 
recommended further investigations. This Royal Commission was 

able to look more closely into the possible arms connection and found 
no evidence to support the allegations. Several attempts to initiate 
arms deals are instanced but on each occasion the attempt came to 
nothing. 

CIA Involvement 

The Royal Commission inquired into an allegation that the Nugan Hand 
Group was used by and/or used the CIA. The Commission found this 
allegation to lack substance being based on the coincidence that the 
Nugan Hand Group employed several former US army personnel some of 
whom had had CIA connections at some stage. The US Senate Select 
Committee on Intelligence reached a similar conclusion in its 
inquiry and the Royal Commission's perusal of FBI files also showed 
nothing to support these allegations. 



The Commission therefore found the allegations of Nugan Hand 
involvement in drug trafficking, arms deals and financing the CIA to 
be unsupported by the evidence. 

Other Illegal Activities 



The Royal Commission did, however, find considerable evidence of breaches 
^by the Nugan Hand Group of Commonwealth and State laws. All of the 
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^j-iminal breaches identified are related to the fraudulent conduct 
of^fcmpany business with respect to one or more companies in the 
Nugan Hand Group. The C ommonwealth laws br eached were tax laws, 
foreign exchange regulations and the Royal Commissions Act. 



The Commission has already passed on a considerable amount of 
J information to relevant law enforcement bodies (pursuant to section 
6P of the Commonwealth Royal Commissions Act) which may lead to 
further criminal offences being identified by those bodies. 

The Commission made its assessment of the involvement of particular 
individuals in criminal behaviour on the basis of the civil standard 
J of proof and therefore made no recommendations with respect to 
prosecutions. However, the conclusions as to criminality need to 
be followed up and the Commission has passed information, which may 
lead to prosecutions, to the relevant law enforcement bodies. 

Deletions 

The Government is aware that a significant amount of the information 
contained in this Report has been published previously. However, 
following consultation with the NSW Government and on the advice of 
the Director of Public Prosecutions, the Attorney-General's Department 
y and the Australian Federal Police, the Government has decided to delete 
some sections of the public version of the report that might otherwise 
prejudice prosecutions or fair trials. Mr Justice Stewart has been 
informed of the Government's decision. 

Recommendations 

Turning to the recommendations of the Royal Commission, the following 
action is being taken by the Government: 

(1) The Commission has recommended amendments to the Royal 

Commissions Act to provide for the application of the rules of 
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natural justice to the proceedings of Royal Commissions and to 



provide for Royal Commission powers to remain in force following 
the delivery of Reports to enable the transfer, to relevant 
authorities, of material gathered by Royal Commissions. 
A review of the Commonwealth Royal Commissions Act has been 
underway for some time and both of these issues will be 
considered before amendments are finalised. It is expected 
that this will be completed shortly. 

(2) The Royal Commission has also recommended that access to Cayman 
Islands banking documentation be arranged through an agreement 
with the United Kingdom and that modern judicial assistance 
treaties be established between Australia and other appropriate 
countries. The Commonwealth, in consultation with the States 
and the Northern Territory, is currently drafting model treaties, 
for negotiation with Commonwealth and non-Commonwealth countries, 
regarding mutual assistance in criminal matters. 

(3) The Attorney-General is considering the Royal Commissioner's 
recommendations for legislation to provide for the specification 

y of the duties of auditors and for the review, by the National 

Companies and Securities Commission, of the Companies Code. It 
is proposed to hold discussions with the States. 



4 



(4) Finally, the Treasurer is considering the Royal Commissioner's 
recommendation that a committee be set up to liaise with 
professional bodies with a view to establishing criteria for 
the issuing of Bankers' Opinions. 
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Submission No. 
Copy No. , 



Title 



Minister 



Purpose/Issues 



GOVERNMENT'S RESPONSE TO FINAL REPORT OF STEWART 
ROYAL COMMISSION OF INQUIRY INTO THE ACTIVITIES 
OF THE NUGAN HAND GROUP 



To seek Ministers' approval of the deletions to be 
made in the text for tabling purposes, and the text 
of the Ministerial Statement to be made by the 
Special Minister of State including the 
Government's response to the recommendations 
contained in the Report. 



\ 
\ 



Relation to 

existing 

policy 



Legislation 
involved 



Urgency: 

Critical/significant 
dates 



Consultation: 
. Ministers/Depts 
consulted 

. Is there 
agreement? 



J 



Cost 

. this fiscal year 
. year 2 
. year 3 




Deletions are consistent w>ith past practice in 
relation to. protection of 'in dividual -civil llbeiLi res 
an d prejudice to l aw enforc e ment op e idLiuus dri( T~~ 
pmsern r j qpSt- Government's response to recommendat io 
is in keeping with current review of Royal Commissions 
Act and other relevant legislation 




Nil j jO>& V.! 



Report needs to be tabled before the end of the 
current sittings to avoid criticism of Government 
inaction. 



Attorney-General's Department, Office of the Director 
of Public Prosecutions, Australian Taxation Office 
and Departments of the Prime Minister and Cabinet and 
the Treasury. 



Nil 
Nil 
Nil 
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Implications of 
proposals 

social 
. economic 
. environmental 
. women 

employment 
. administrative 

other 



/ 



Wider consultation 

. state or foreign 
governments 

unions and 
industry bodies 

other special 
interest groups 



What general or 
sectional support 
can be expected? 



J 



ticism is fjtfr. 



What critii 
anticipated i 
how will it be 
answered? 



Timing and 
handling of 
announcement of 
decision 



Not applicable 
Not applicable 
Not applicable 
Not applicable 
Not applicable 
N o t applicafc4 ^- 



Proposed action in relation to Royal Commissions Ac 
tax havens, judicial assistance treaties and compan 
legislation will improve law enforcement administra 



ti 

ies 

tion. 



The New South Wales Government has been consulted 
and is in agreement on the proposed deletions to 
the text of the Report, 

Not applicable 

Not applicable 



General support could be expected for measures taken 
as a result of the Royal Commission to strengthen 
legislation against criminal activities. 



None expected, although there may be comment on 
deletions from the Report. This may be answered 
by reference to civil liberties and the need to 
protect police investigations and prosecutions. 



Ministerial Statement to the Parliament during the 
current sittings (see Attachment A f page 6) 
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BACKGROUND 



On 4 July 1985 Mr Justice Stewart submitted to the Government the 
Final Report of the Royal Commission of Inquiry into the Activities 
* of the Nugan Hand Group. The Royal Commission was set up in 1983 
as an extension of the terms of reference of the Stewart Royal 
Commission into Drug Trafficking. 

2. The Commissioner had already presented two interim reports: 

Interim Report No. 1 concluded that there had not been 
improper interference with the investigations of the former 
Federal Narcotics Bureau and that, although the decision 
to cease investigation of the Nugan Hand Group invited 
criticism, no member of the Bureau had behaved dishonestly 
or improperly; and 
j ' Interim R eport No. 2 concluded that there had been no 
breaches in the law by the Nugan Hand Group in its 
relations with local Government authorities in New South 
Wales apart from the publication of false accounts and 
the failure to hold the requisite dealer's licence. 

3. The Final Report concludes that there is no evidence to 
support allegations that the Nugan Hand Group was directly involved 
in: 

drug trafficking; 
^ . arms dealing; or 

dealings with the CIA. 

4. The Commission did find evidence of breaches by the Nugan Hand 
Group of Commonwealth and State laws relating to the fraudulent 
conduct of company business. The Commission has made no 
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SLnendatians as to prosecutions but has passed information 
j relating to breaches of laws to the relevant law enforcement ' 
bodies . 

CONSIDERATION OF THE ISSUES 

Deletions 

5. Deletions to the report are proposed.^ minimise, as far as is 
reasonably possible, p^^tO^tions, prosecutions or 
fair trial or damage to reputations of persons against whom no charge 
has been laid or is likely to be laid. The NSW Government has 
^ requested some deletions for similar reasons. There has been 
. ^considerable discussion between relevant agencies on the extent to 

which these principles can be applied to a report which is liberally 
sprinkled with names and value judgments, bearing in mind also 
that publication of the report with large-scale deletions might 
render it largely incomprehensible and could attract significant 
criticism of the Government. A list of the deletions proposed and 
the reasons for each is at Attachment B, page 11 . 

Response to Recommendations 

6. The proposed Statement at Attachment A. p ar^ f, , set s out 

^ the Government's response to the recommendations contained in the 
report, noting action under way or proposed. The contents of the 
Statement have been cleared by relevant Departments. 

Tabling 

7. As the Royal Commission was also operating under Letters 
/Patent from the Governor of New South Wales, the Final Report was 

presented to both Governments. it is proposed that the report be 
tabled in the NSW Parliament on the same day as it is tabled in the 
Federal Parliament, during the current sittings. 



RECOMMENDATION 
I recommend that Cabinet approve: 

(a) the proposed deletions from the Final Report of the Royal 
Commission of Inquiry into the Activities of the Nugan 
Hand Group at Attachment B; and 

(b) the text of the Ministerial Statement at Attachment A for 
presentation of the Report to the Parliament as soon as 
possible during the current sittings. 
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For the information of Honourable Members, I present the final 
report of the Royal Commission of Inquiry into the Activities of 
•"the Nugan Hand Group conducted by Mr Justice Stewart. I seek leave 
to make a statement on the report. 

On 28 March 1983 the terms of reference of the Royal Commission of 
Inquiry into Drug Trafficking were extended to allow the Royal 
^Commissioner, Mr Justice Stewart, to inquire into activities of 
the Nugan Hand Group of companies and related matters. 

Interim Reports 

The Royal Commissioner has since submitted two interim reports. 
Interim Report No. 1 was presented to the Government on 13 October 
1983 and was tabled in the Commonwealth Parliament on 6 December 
1983. This report dealt with the allegations of improper interference 
with the investigations of the former Federal Narcotics Bureau, 
ythat is, terms of reference (e), (f) and (g) of the Letters Patent 
issued by the Governor-General. The Commission found no evidence 
to support allegations of improper interference with the investigations 
of the Federal Narcotics Bureau or of dishonest or improper behaviour 
on the part of any member of the Bureau. 

The second Interim Report was presented to both the Commonwealth 
and New South Wales Governments on 13 December 1984 and tabled in 
the Commonwealth and New South Wales Parliaments on 20 March 1985. 
j This report concentrated on terms (b), (O and (d) contained in 
both the Commonwealth and New South Wales terms of reference and 
considered whether there had been any contravention of New South 
Wales or Commonwealth laws by the Nugan Hand group in its relations 
with local Government authorities in New South Wales. 
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Tn<^Royal Commissioner found that Nugan Hand Ltd had published false 
accounts to the Councils and did not have the requisite dealer's 
licence, but that apart from these matters there was no evidence to 
support any further allegations. 

Final Report 

The Report I am tabling today, which is also being tabled in the New 
South Wales Parliament, is the Final Report of the Royal Commission 
dealing with the terms of reference not covered by the earlier 
reports (term of reference (a) of both Letters Patent), namely: 
whether the Nugan Hand Group engaged in activities involving 
contravention of laws of the Commonwealth [or New South Wales] 
(in particular, laws relating to the importation, exportation 
or possession of drugs or armaments or laws relating to exchange 
control ) . 

Drug Trafficking Allegations 

Honourable Members will recall that from 1977 onwards allegations 
were rife that the Nugan Hand Group was involved in drug trafficking. 
The Royal Commissioner inquired into these allegations and concluded 
that there was no evidence to support assertions that the Nugan 
Hand Group was involved in the importation, distribution or financing 
of the drug trade. In addition, with respect to the Nugan Hand office 
opened in Chiang Mai, Thailand, the Commission found that there was 
"no evidence to support the allegation that the office in Chiang Mai 
was established to attract deposits from drug producers of the so- 
called 'Golden Triangle'". 

This is not to say that Messrs Nugan and Hand did not provide financial 
services to persons associated with the drug trade. The Royal 
Commissioner points out that Nugan and Hand were prepared to 
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accent cash deposits through their companies regardless of their 
source and with the assurance that no questions would be asked 
concerning their source. 

Arms Dealings 

Several previous inquiries, including those conducted by the NSW 
Corporate Affairs Commission, the Commonwealth/NSW Joint Task Force 
on Drug Trafficking, and the Costigan Royal Commission referred to 
the Nugan Hand Group's possible involvement in arms dealings and 
recommended further investigations of this. This Royal Commission was 
able to look more closely into the possible arms connection and found 
no evidence to support the allegations. Several attempts to initiate 
arms deals are instanced but on each occasion the attempt came to 
nothing. 

CIA Involvement 

The Royal Commission inquired into an allegation that the Nugan Hand 
Group was used by and/or used the CIA. The Commission found this 
allegation to lack substance being based on the coincidence that the 
Nugan Hand Group employed several former US army personnel some of 
whom had had CIA connections at some stage. The US Senate Select 
Committee on Intelligence reached a similar conclusion in its 
inquiry and the Royal Commission's perusal of FBI files also showed 
nothing to support these allegations. 

The Commission therefore found the allegations of Nugan Hand 
involvement in drug trafficking, arms deals and financing the CIA to 
be unsupported by the evidence. 

Other Illegal Activities 

The Royal Commission did, however, find considerable evidence of breaches 
by the Nugan Hand Group of Commonwealth and State laws. All of the 
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Siinal breaches identified are related to the fraudulent conduct 
ompany business with respect to one or more companies in the 
Nugan Hand Group. The Commonwealth laws breached were tax laws f 
foreign exchange regulations and the Royal Commissions Act. 

The Commission has already passed on a considerable amount of 
information to relevant law enforcement bodies (pursuant to section 
6P of the Commonwealth Royal Commissions Act) which may lead to 
further criminal offences being identified by those bodies. 

The Commission made its assessment of the involvement of particular 
individuals in criminal behaviour on the basis of the civil standard 
of proof and therefore made no recommendations with respect to 
prosecutions. However, the conclusions as to criminality need to 
be followed up and the Commission has passed information, which may 
lead to prosecutions, to the relevant law enforcement bodies. 

Deletions 

The Government is aware that a significant amount of the information 
contained in this Report has been published previously. However, 
following consultation with the NSW Government and on the advice of 
the Director of Public Prosecutions, the Attorney-General's Department 
and the Australian Federal Police, the Government has decided to delete 
■some sections of the public version of the report that might otherwise 
prejudice continuing investigations, prosecutions or fair trials or 
damage the reputations of persons against whom no charge has been 
laid or is likely to be laid. 

Recommendations 

Turning to the recommendations of the Royal Commission, the following 
action is being taken by the Government: 

(1) The Commission has recommended amendments to the Royal 

Commissions Act to provide for the application of the rules of 
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natural justice to the proceedings of Royal Commissions and to 
provide for Royal Commission powers to remain in force following 
the delivery of Reports to enable the transfer, to relevant 
J authorities, of material gathered by Royal Commissions. 

A review of the Commonwealth Royal Commissions Act has been 
underway for some time and both of these issues will be 
considered before amendments are finalised. It is expected 
that this will be completed shortly. 

(2) The Royal Commission has also recommended that access to Cayman 
Islands 1 banking documentation be arranged through an agreement 
with the United Kingdom and that modern judicial assistance 
treaties be established between Australia and other appropriate 
countries. The Commonwealth, in consultation with the States 
and the Northern Territory, is currently drafting model treaties, 
for negotiation with Commonwealth and non-Commonwealth countries, 
regarding mutual assistance in criminal matters. 

(3) The Attorney-General is considering the Royal Commissioner's 
recommendations for legislation to provide for the specification 

J of the duties of auditors and for the review, by the National 

Companies and Securities Commission, of the Companies Code. It 
is proposed to hold discussions with the States. 
V 

{$) Fr nally, the Tr eegtrreT~~Ts~' CortS ldet lug the Royal rnmmi ssi nnpr j s 

reCOffifft ftndaf l^n frhafr n nnmmi H-nn hn rnh np t-n Uai^tj wili h 

pro fessional bodieG with a view t o establiching criteria fo e 
the issuin g uf Baukero 1 Qp i niono - r — 




A further page on Hill is 

coming from the Attorney-General 1 

Department 



With the Compliments of 

A, Quinn 



Attorney-General' s 




STEWART ROYAL COMMISSION REPORT ON NUGAN HAND 
Detailed List of Proposed Deletions 



M ALONE Y 



2.48.12 delete paragraph plus end note 28 

2.74.6 delete name (x 2) and reference to profile and 
note 11 

3.8.38 delete paragraph and relevant end notes 

3.8.44 delete name and endnote 83 

3.8.46 delete last sentence and endnote 85 

3.9.21-108 delete the paragraphs and endnotes 66, 67, 68, 69 



SWAN 



2,70.3 delete 5th and 6th sentences and relevant end note 

2.70.5 delete 5th and 6th sentences and relevant end note 

2.70.7 delete paragraph, and endnotes 10, 13 & 14. 

3.9.21-108 delete the paragraphs and endnotes 66, 67, 68, 69 



STEWART ROYAL COMMISSION REPORT ON NUGAN HAND 



Detailed List of Proposed Deletions 



PART 10 



10.3 delete reference to names Hill (once) and Brincat 

( once ) 

10.7 delete all words from "Second" to the end of the 

para. 

10.11 delete j~ 

10.12 deletej ^second senten ce* name Brincat (once) 

10.13 delete names Hill (x 2) and Brincat (once) 

10.15 delete names Hill (once), Brincat (once) and Shaw 

( once ) 

10/17 delete para. 

10.20 omit the last sentence 

10.23 omit the para 

10.24 delete names Hill (x 2) and Brincat (x 2) 

10.27 delete names Hill (x 3) and Brincat (x 2) 

10.28 delete names Hill (once) and Brincat (once) 
10.30 delete name Hill (once) and profile 

10.32 delete name Hill (x 2) 

10.34^177 - 10 179/ to "the provisions of " 

-10.18 1 delete 3rd sentence 

10.186 delete para 



Endnotes 



Delete all except 1-20 and 235, 237 



F83/631 



NOTE FOR FILE 



STEWART ROYAL COMMISSION REPORT INTO NUGAN HAND - 
GOVERNMENT'S RESPONSE 



;opies to: 

Mr Jepsen 
Mr Edwards 



I attended (on an observer oasis) a short OCLE Working Group 
(WG) meeting at DOSMOS on 23 September 1983 concerning tne 
above. Other officers present were: 



Mr M. Domney (Chairman) 
Ms A. Quinn 

Mr M. Hansen 

Mr K. Vassarotti and one other 

Mr H. Woltring 

Ms J. Jackson and one other 



DOSMOS 

AFP 

PM&C 

AG'S 



2. Mr Domney advised the meeting that their Department 
proposed that the// M/fOtgfer^ would table the Report in the 
week commencing 14 October 1985. To achieve this, it would 
be necessary to lodge the draft Cabinet Submission with tne 
Cabinet (Office by the end of this week or early next week. 

%% Mr Domney circulated a schedule of proposed deletions 
from the Report (Attachment 1) which had been agreed with tne 
NSW Government - advice was awaited from them in respect of 
Pollara and Scott-Kemmis. In response to Mr Domney 1 s enquiry 
of those present, AFP advised that they were having 
discussions with the Reserve Bank over , Yorkville Contra' 
matters (see AFP memorandum at Attachment 2) but as both 
parties were quite relaxed about the matter they did not 
propose any further deletions. Ms Quinn indicated that the 
ATO and DDP had advised tney had no firm views on furtner 
deletions. I informed the meeting that as possible deletion 
of names aid not involve any policy aspects as far as 
Treasury was concerned, we considered such deletions to be a 
matter for AG's and any other interested departments. PM&C 
appeared also not to have strong views. AG's however, 
indicated they considered further propooed deletions 
desirable and circulated a list of further deletions of 
substance (Attacmnent 3) which, after discussion, they agreed 
to quickly submit to the NSW Government. (It became evident 
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con; 



IDENTIAfi 



during the meeting that the Commonwealth was not, at this 
stage, making any investigations into any person mentioned in 
the report and was not charging and did not propose to charge 
any person with a breach of Commonwealth law; the deletions 
already agreed to by the WG covered references to persons, 
namely Hill, Swan and Maloney who had been^or were expected 
to be^committed for trial under NSW law.) Mr Woltring's view 
was that all matters which would be left to a jury to uecide 
should be deleted to give accused persons a fair trial. It 
was agreed that the Attorney-General and Special Minister of 
State (and possibly the Prime Minister) should decide on the 
actual deletions to be made from the report. 

4. The draft Cabinet Submission (23.9.85) distributed at the 
meeting (Attachment 4) was not fully considered - only a 
couple of aspects were discussed - however, a new draft 
(Attachment 5) was circulated on 24 .9. 85. I confirmed at the 
meeting that Treasury had the bankers' opinion recommendation 
in hand and that we would advise any change necessary to the 
OOSMOS wording in (4) of Attachment A, page 10, as follows: - 

•(4) Finally, the Treasurer is considering the Royal 
Commissioner's recommendation that a committee be set up 
to liaise with professional bodies with a view to 
establishing criteria for the issuing of Bankers 1 
Opinions. 1 

To more precisely indicate the current position, the above 
text might be amended to read:- 

9 (4) Finally, u*e05Lc^a«*«^*- has set up a committee to 
liaise with professional bodies to consider establishing 
criteria for the issuing of bankers 1 opinions. 1 

5. A reading of the draft Cabinet Submission and the revised 
version received on 24 September, 1985, indicates references 
to Treasury/Treasurer and aspects concerning the Treasurers 
portfolio responsibilities (excluding tax matters) are on the 
cover sheet, in paragraph 6 of the Submission and in the 
proposea Ministerial statement on pages 7 to 10. The only 
reference which would seem to require our attention is the 
last paragraph on page 10 concerning the bankers' opinion 
recommendation (referred to in the previous paragraph) • 

6. The meeting concluded on the basis that:- 

the WG would liaise further with the NSW Government on 
deletions to the Report; 

a revised draft Cabinet Submission would be circulated 
(Attachment 5) ; 
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65 MARTIN PLACE 

BOX 3947 CPO SYDNEY 2001 



TELEPHONE 234 9333 

RESERVE BANK OF AUSTRALIA ,n reply please quote S D 




The Secretary to the Treasury 
The Treasury 
Parkes Place 
CANBERRA ACT 2 600 



Dear Sir, 

STEWART REPORT ON ACTIVITIES OF NUGAN HAND GROUP ; 
BANKERS 1 OPINIONS 

Referring to your telex message No. 9961 of 4 September, 
the Chairman of the Australian Bankers' Association has 
responded to our enquiry regarding current Australian 
practice in respect of bankers* opinions in the following 
terms : 

"I refer to your recent request for information on 
bankers 1 opinions in Australia. 

While there is no formal code within the banking industry 
in Australia under which opinions are sought and given, 
similar standards and conventions are observed by all 
banks. Most overseas banks also appear to observe similar 
conventions . 

In Australia, the opinion process amounts to an exchange 
of information on an inter-bank basis, opinions being 
sought by banks on behalf of customers. Banks will not 
respond to requests for opinions concerning their 
customers from third parties. 

Information disclosed in response to requests for 
opinions is provided on a confidential basis and 'without 
responsibility'. Because of the important principles 
involved, opinions are authorised only by senior bank 
staff and there is a preference for responses to be 



conveyed orally, although written replies are provided in 
appropriate cases. Particular care is exercised where 
opinions are requested by telephone. 

The information sought by opinion is usually of a broad 
nature pertaining to the general worth and standing of a 
particular person or enterprise, and to reliability in 
meeting engagements. Opinions are based on a 
knowledgeable assessment of a customer's financial 
standing and history and are expressed in general terms. 
Specific details relating to account balances, borrowing 
arrangements, security held, etc are not divulged. 

Great care is exercised in responding to requests for 
opinions since there are risks of misinterpretation in 
providing too little or too much information; an 
appropriate balance needs to be achieved, otherwise the 
subject customer could be wrongly damaged or the enquirer 
misled. 

In general, banks place reliance on opinions to the 
extent of confirming an appraisal already made. A 
favourable opinion could serve to confirm an initial 
assessment of a proposition, while an adverse response 
would invite caution in a contemplated transaction. Banks 
would seldom rely solely on another banker's opinion in 
determining a course of action. It is evident however 
that enquirers, as distinct from banks, place weight on 
responses which directly influence final decisions in 
many cases. Many enterprises involved in the provision of 
credit use the facility extensively. 



As to legal aspects, there is a considerable body of case 
law dealing with the provision of information and advice, 
and despite disclaimer of responsibility it is well 
established that bankers are under a duty of care to 
ensure that information provided is factual and given 
without negligence. Two major Australian cases have 
resulted in judgment being given against banks for being 
negligent in failing to exercise reasonable care and 
skill in giving an opinion, and also because the opinion 
was false and fraudulent, or was given recklessly without 
regard to the truth. The duty of care doctrine prescribes 
that bankers be thoroughly aware of their 
responsibilities when providing opinions. 

In the matter of disclosure, although it is not normal 
practice to inform customers when an opinion is being 
given on their account, banks will accede to written 
requests from customers to provide the text of opinions 



given. In Victoria, legislation provides that when a 
customer, on whose account an opinion has been given 
refused credit as a result, full disclosure of 'the 
nature and substance of all information in the bank* 
file' concerning that person may be obtained. 

I trust that this information is of assistance." 

Yours faithfully, 




M.R. Hill 
Secretary 



The Treasury — Office Services Sub- Section 
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RBST 356 11/9/85 SYDNEY RBST 356 

JEPSEN TREASURY CANBERRA FROM MCKENNA RESERVE BANK SYDNEY 

CONFIDENTIAL 

CONFIDENTIAL 

STEWART REPORT ON ACTIVITIES OF NUGAN HAND GROUP: 
BANKERS OPINIONS 

YOUR TELEX 9961 4/9/85. 

THE COURSE PROPOSED IN PARA 4 IS ACCEPTABLE TO US. 
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ROUTINE 

12 MCKENNA » RESERVE BANK OF AUSTRALIA, SYDNEY 

MSG NO INSTITUTIONS DIVISION, TREASURY 

04/09/85 

CONFIDENTIAL 
STEWART REPORT ON ACTIVITIES OF NUGAN HAND GROUP: BANKER'S OPINIONS 
REF CORRESPONDENCE IN LATE JULY ON THIS MATTER. 

2. AS WE HAVE ALREADY INDICATED TO YOU, WE AGREE THAT THE 
PROCESSES OUTLINED IN PARAGRAPH 3 OF YOUR TELEX OF 23 JULY 19*3 
WOULD PROVIDE THE INITIAL BASIS FOR PROGRESSING TH IS MATTE R^ 

?A™ T A £ T0 LINES 0F RESPONSIBILITY FOR THE THREE QUESTIONS 
i2f N 7iAEJ?S JL Y0UR TELEX ' AND CONSISTENT WITH THE INFORMAL NATURE OF 
THE WORKING GROUP, WE GRATEFULLY ACCEPT YOUR OFFER OF 6 AUGUST TO 
ASSUME PRIME RESPONSIBILITY FOR CONSULTING WITH THE ABA ON 
AUSTRALIAN PRACTICE IN RESPECT OF GUIDELINES USED BY BANKS TO 
CONTROL THE ISSUE OF OPINIONS. ON THE QUESTION OF OVERSEAS 
PRACTICES/GUIDELINES WE WOULD PROPOSE APPROACH NG TREASURY POSTS FOR 
WHATEVER INFORMATION THEY CAN OBTA IN BUT WOULD ALSO APPREC I ATE ANY 

iS°?n A t Ii 0N J N THAT REGARD WHICH THE ABA MAY BE ABLE TO PROVIDE IN 
THE COURSE OF YOUR CONSULTATIONS WITH THEM. THE QUESTION OF THF 
CURRENT LEGAL POSITION OF BANKERS' OPINIONS IN AUSTRAL A if OF 
COURSE, PRINCIPALLY A MATTER FOR ATTORNEY-GENERAL'S. ' 

i***JZJ9£ ARE IN AGREEMENT WITH THE ABOVE WE WILL APPROACH 

D?re2S E ToirS? A ^?c2? 12*1 BAS,S - FURTHER PROCESSES WILL OBVIOUSLY 
UEPEND TO SOME EXTENT ON THE OUTCOME OF THE INITIAL WORK howfwfp 

PonDnIc E T ' FORMAT I ON ON THE FORGOING QUEST I ONS IS ASSEMBLED WE WOULD 

LoSp°\^S%RF A pA V RF S ^J H ^!^rS D L A c V ' EWS ° F THE MEMBERS OF THE WORKING 
bKUUP AND PREPARE AN INITIAL DRAFT OF A PAPER FOR THE I R 

M?c? S^ R iI'5 N - WE D ° N0T ^VISAGE AT TH IS STAGE THAT A FORMAL 
MEETING OF THE GROUP WILL BE NECESSARY. 
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ine treasury 



Please transmit the following message and after transmission return material to: 



l^fe of originator 



Classification 



Precedence 



Room No 

em 



Phone No 



Authorised (Branch Head) Name, printed 

7~- S. 3"'£ <*s &>sJ 



/ / 



Authorised (Branch Head) Signature 



To: 



3 



Sent 



Reference No 




Message No 

9961 



Name of Person ^ s>ter>*c^/i/ASA? 

Name of Organisation ^>Or/Ti// ^a/X <^ /f^w^>^/^ 

City or Location S</C7/Vj£y Telex No 



Repeated: 



Name of Person 
Name of Organisation 
City or Location 



Telex No 



From 



Subject Heading 
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REF CORRESPONDENCE IN LATE JULY ON THIS MATTER^) 



2. AS WE HAVE ALREADY INDICATED TO YOU, WE AGREE THAT THE 
PROCESSES OUTLINED IN PARAGRAPH 3 OF YOUR TELEX OF 23 JULY 
1985 WOULD PROVIDE THE INITIAL BASIS FOR PROGRESSING THIS 
MATTER. 

3. AS TO LINES OF RESPONSIBILITY FOR THE THREE QUESTIONS 
IDENTIFIED IN YOUR TELEX f AND CONSISTENT WITH THE INFORMAL 
NATURE OF THE WORKING GROUP, WE GRATEFULLY ACCEPT YOUR OFFER 
OF 6 AUGUST TO ASSUME PRIME RESPONSIBILITY FOR CONSULTING 

oF- 

^ WITH THE ABA ON AUSTRALIAN PRACTICE IN RESPECT/GUIDELINES 
USED BY BANKS TO CONTROL THE ISSUE OF OPINIONS* IN AUOTRALIA 
- AND I N OTHER COUNTRIE G i ON THE QUESTION OF OVERSEAS 
PRACTICES/GUIDELINES WE WOULD PROPOSE APPROACHING TREASURY 
POSTS FOR WHATEVER INFORMATION THEY CAN OBTAIN BUT WOULD ALSO 
APPRECIATE ANY INFORMATION IN THAT REGARD WHICH THE ABA MAY 
BE ABLE TO PROVIDE IN THE COURSE OF YOUR CONSULTATIONS WITH 
THEM. THE QUESTION OF THE CURRENT LEGAL POSITION OF BANKERS' 
OPINIONS IN AUSTRALIA IS, OF COURSE, PRINCIPALLY A MATTER FOR 
ATTORNEY-GENERAL 1 S . 

4. IF YOU ARE IN AGREEMENT WITH THE ABOVE WE WILL APPROACH 



fen 7f 

^VTTORNEY-GENERAL ' S ItT^iQ£^Nu?^^ FURTHER PROCESSES WILL 
OBVIOUSLY DEPEND TO SOME EXTENT ON THE OUTCOME OF THE INITIAL 
^WORK. HOWEVER, ONCE THE INFORMATION ON THE FORGOING QUESTIONS 
IS ASSEMBLED WE WOULD PROPOSE TO CANVASS THE INFORMAL VIEWS 
OF THE MEMBERS OF THE WORKING GROUP AND PREPARE AN INITIAL 
DRAFT OF A PAPER FOR THEIR CONSIDERATION. WE DO NOT ENVISAGE 
AT THIS STAGE THAT A FORMAL MEETING OF THE GROUP WILL BE 
NECESSARY . 
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NUGAN HAND POYAL COMMISSION FINAL PEPOPT 



In response to your memorandum of 2 August 1985 I 
advise that the Treasury and the Reserve Bank do not 
wish to propose any deletions from the Stewart Report on 
the Rugan Hand Group for its public release. We understand 
that Part 10, at least, will be excluded fro» the Report 
that is released publicly. 

2. In view of this advice # ve do not see any need for a 
Treasury officer to participate in the meeting of the 
working group scheduled for 2.30pm on Thursday 15 August. 

3. We would be grateful if you would please keep us 
informed of developments regarding public release of the 
Report. 



Sgi A. M. H1NT0H 
P.M. Beetham 

First Assistant Secretary 



17:24 Reserve Bank of Australia Sydney -B- (02) 234 9001 
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^ T > FID, Treasury, Canberra Refer: Mr T\ Motion 


Facsimile Message from 

Reserve Bank or Australia Sydney 


From Phillips, Reserve Bank, Sydney 


Message No. ( CQ^O 



STEWART REPORT - NUGAN HAND GROUP 

1. Refer your telex No. 9590 of 29/7/85 (and 9680 of 5/8/85). 

2. The suggested approach in your para 4 appears sensible. We 
will respond promptly to any list of matters etc. you send to 
us, and will be happy to take on prime responsibility for 
consultation with ABA if that is desired. 

3. As to how muoh of the Pppnn should be published, the 
competing claims of adequate public information on the one 
hand, and natural justice and prosecution processes on the 
other seem likely to be adequately covered by the proposed 
small informal working group. We do not wish to press a view 
on the specific section mentioned in your para 8 or any other 
references in the report. We would however appreciate being 
kept- m touch with what is planned. 




Please Note: Copy should be single spaced typewritten, and kept as dose as possible to head line to reduce transmission 
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PRIORITY 

TO THE SECRETARY'S DEPARTMENT, RESERVE BANK OF AUSTRALIA, SYDNEY 
FM FINANCIAL INSTITUTIONS DIVISION, TREASURY, CANBERRA 
MSG NO 9630 
05/0 /85 

CONFIDENTIAL 

STEWART REPORT: NUGAN HAND GROUP 

(ATTN MR D. MCKENNA) 

FURTHER TO OUR TELEX OF 29 JULY AND IN RELATION TO PUBLIC 
RELEASE OF THE STEWART REPORT, WE NOW ADVISE THAT A MEETING 
HAS BEEN PROPOSED FOR NEXT WEEK TO DISCUSS DELETIONS FROM THE 
REPORT. DEPARTMENTS ATTENDING THIS MEETING HAVE BEEN ASKED 
TO ADVISE IN ADVANCE (UNDERLINE TWO) PROPOSED DELETIONS, 
TOGETHER WITH THEIR REASONS FOR SUCH DELETIONS. 

2. OUR DISPOSITION IS TO NOT (UNDERLINE ONE) SEEK DELETIONS 
(OTHER THAN PART 10) FROM THE REPORT TO BE RELEASED PUBLICLY. 

3. WE, THEREFORE, WOULD BE GRATEFUL FOR YOUR EARLY ADVICE IN 
RELATION TO PARAGRAPH 8 OF OUR TELEX OF 20 JULY REGARDING 
YOUR VIEWS ON THE NEED OR OTHERWISE, FROM YOUR PERSPECTIVE, 
AS TO WHETHER THERE SHOULD BE DELETIONS FROM THE REPORT FOR 
PUBLIC RELEASE. 
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in» treasury 



Please transmit the following message and after transmission return material to: 



i of originator 
A.M. HINTON 



Classification 
CONFIDENTIAL 



Precedence 
PRIORITY 



Room No 
B116A 



Phone No 
3044 



Authorised (Branch Head) Name, printed 

A.M. HINTO v 



5 / 8/85 



Authorised (Branch Head) Signature 



5 / 8/85 



Sent 
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Reference No 



Message No 

9Gbu 



am 
pm 



To: 



Name of Person 
Name of Organisation 
City or Location 



THE SECRETARY'S DEPARTMENT 
RESERVE BANK OF AUSTRALIA 
SYDNEY Te, ex No 



Repeated: 



Name of Person 
Name of Organisation 
City or Location 



Telex No 



From 



FINANCIAL INSTITUTIONS DIVISION 
TREASURY CANBERRA 



Subject Heading ■ 

STEWART REPORT: NUGAN HAND GROUP 



(ATTENTION MR D. MCKENNA) 
FURTHER TO OUR TELEX OF 29 JULY AND IN RELATION TO PUBLIC 
RELEASE OF THE STEWART REPORT , WE NOW ADVISE THAT A MEETING 
HAS BEEN PROPOSED FOR NEXT WEEK TO DISCUSS DELETIONS FROM THE 
REPORT. DEPARTMENTS ATTENDING THIS MEETING HAVE BEEN ASKED 
TO ADVISE IN ADVANCE (UNDERLINE TWO) PROPOSED DELETIONS, 
TOGETHER WITH THEIR REASONS FOR SUCH DELETIONS. 



2. OUR DISPOSITION IS TO NOT (UNDERLINE ONE) SEEK DELETIONS 
(OTHER THAN PART 10) FROM THE REPORT TO BE RELEASED PUBLICLY. 



3. WE, THEREFORE, WOULD BE GRATEFUL FOR YOUR EARLY ADVICE IN 
RELATION TO PARAGRAPH 8 OF OUR TELEX OF 29 JULY REGARDING 
YOUR VIEWS ON THE NEED OR OTHERWISE, FROM YOUR PERSPECTIVE, 
AS TO WHETHER THERE SHOULD BE DELETIONS FROM THE REPORT FOR 
PUBLIC RELEASE. 

M 17 3 



ftuc 5 2 us PM '85 

DEPT. TREASURY 

REGISTRY 



t, 



*M. KINTON 

OOMFTDENQ'IAL 
PRIORITY 




B116A 



A.M. HINTON 



Sga .A.W.^" 5 

THE SECRETARY'S DEPARTMENT 
RESERVE BANK OF AUSTRALIA 



3044 



8 85 



FINA9BIAL BJSTTIUTIOKS DIVISION 
TREASURY CANBERRA 



STEWART REPORT t NUGAN HAND GROUP 
(ATTENTION MR D. MCKENNA) 

FURTHER TO OUR TELEX OF 29 JULY AND IN RELATION TO PUBLIC 
RELEASE OF TFE STEWART REPORT , WE NOW ADVISE THAT A MEETING 
HAS BEEN PROPOSED FOR NEXT WEEK TO DISCUSS DELETIONS FROM TFE 
REPORT. DEPARTMENTS ATTENDING TBIS MEETING HAVE BEEN ASKED 
TO ADVISE IN ADVANCE (UNDERLINE TWO) PROPOSED DELETIONS, 
TOGETPFP WITH THEIR REASONS FOR SUCH DELETIONS. 



2. OUR DISPOSITION IS TO NOT (UNDERLINE ONE) SEEK DELETIONS 
(OTHER THAN PART 10) FROM THE PEPORT TO BE RELEASED PUBLICLY. 

3. WE, THEREFORE , WOULD BE GRATEFUL FOR YOUR EARLY ADVICE IN 
RELATION TO PARAGRAPH 8 OF OUR TELEX OF 29 JULY REGARDING 
YOUR VIEWS ON THE NEED OR OTHERWISE, FROM YOUR PERSPECTIVE, 
AS TO WHETHER THERE SHOULD BE DELETIONS FROM THE REPORT FOR 
PUBLIC RELEASE. 





DEPARTMENT OF THE SPECIAL MINISTER OF STATE 



West Block, Canberra, A.C.T. 2600 
Telephone: 70 221 1 



The Secretary 

Department of the Treasury 
Treasury Building 
Parkes Place 

Attention Mr A. Hi; 




NUGAN HAND ROYAL COMMISSION FINAL REPORT 

As you will be aware the OCLE meeting of 25 July set up a working 
party to consider the extent of deletions necessary prior to the 
publication of the above report to safeguard against prejudice to 
investigative and prosecutorial operations and prejudice to reputation, 

2. PM&C circulated at the OCLE meeting draft guidelines for 
deletions from Royal Commission Reports • As agreed , the initial 
discussions regarding the deletions from the Nugan Hand report will 
be based on these guidelines, taking into account any perceived 
inadequacies etc. 

3. It is proposed that the first meeting of this working group be 
held on W ednesday. 14 August at 2pm in West Block . Contact officer 

,is Ms A. Quinn on 702940. It would be appreciated if agencies would 
attend this meeting with proposed deletions, and their reasons for 
such, identified in advance. In this way there may be no need for 
further meetings. 

4. As discussed with Mr J. Fisk, please find attached the relevant 
extracts from the Prime Minister's press release of 1 November 1984 
regarding the Costigan Royal Commission Final Report. 



N.C. Bee 

A/g Assistant Secretary 
Organised Crime Policy Branch 



2- August 1985 
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Release of Final Rgpnri- 



The Government is relpi 5 i nn i 

Costigan Commi«foS JiSIl LEi?* - 1 to 5 of the 
with the strong reco2e nda t ^ tl^Lt^ *5 acco ^nce 
(at paragraph 1.025 of Volume 1 f# R ° yal c °™issioner 
Government is also releasing *» « fc he Report). The 
containing Appendices ll 1? an , a ? Pendlx volume 
Public witnesses thlir ^Dre^ Whi ° h list the 

exhibits. r re P res entatives and public 

-^s^n^^ which 
should remain confidential ^ e r G ° ver "^nt accepted, 
Paragraph 1.024 of VoJume i) tLtV' 9 ^ haS Said <** 
recommendations in <;nm^ Z r he made such 

trial and in°Sther eVj'L^"^" 50 - *™ on 
current investigations could hf ■ ^ Sensi tive 
destroyed, by disclosure tin adS??'^' if n0t 
volumes have not been published k^, 0 "' f° mG a PP Gn °"ix 
concerns, because of the need tn ^ . ° ° f simi iar 
the systems passed to the JcA or h"' 60 ' tHe sec ^ity of 
material published elsewhere^. bec ™se they contain^ 

were based VS"^^ 1 *^' ^ del *tions 
law enforcement advisers xJS viXV™*"* ' S le 9 al a " d 
its advisers were also Solved n thl" Government and 
deletes were brought to fttSSJ^ 

TollZTnli that 66 " ^ C °~lth and 
should be made "in volume T^rt limited dele tion S 
-ividuals and c«*2£\ .VS ?2.KK J the 
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at 



strong advice of the Commonwealth and • 
Directors of Public Drr,o^ , . and Vl ^torian 

p rejudice to n ? I ;" S J n ° rder toxoid 

Pj oceedings. only 12 plqes a ^'^^ L^iigcutl on 
100-101, 104-106. 113 „! , -liected - pp 

Pages 31-33 wMch KJIStiJiS*!* 1 ? S^' 1 

has been deleted on the strJno tlfled an individual 
Director of Public ProsecuuSns to'f K the Victori ^ 
current prosecution. J° av °^ Prejudice to a 

(Pages 29-72) about the activTties S ^ i° material 
which, if revealed michf i~Z ? a dru 9 trafficker 
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^These current investigations and prosecutions are now 
the subject of action by the NCA, the Commonwealth and 
Victorian DPPs, and the AFP. Mr Costigan's 
investigations have therefore been continued - in none 
have the trails gone cold. 

Moreover, the resources of the Costigan Royal Commissior 
have now been transferred to the NCA: the Commission's 
computer database and system; the analyses prepared by 
the staff of the Commission: the material contained in 
reports of the Commission, including the full, 
unexpurgated final report; one of the Commission's 
junior counsel; most of the solicitors who have been 
engaged in conducting Mr Costigan's operations; and 
accountants, analysts, collators and other staff who 
have been involved in Mr Costigan's operations. There 
can be no doubt that, as Special Prosecutor Redlich said 
at page 48 of his recent report, "the Authority has the 
scope to maintain the initiatives developed by the 
Costigan Royal Commission". 

Mr Costigan has recommended that the activities and 
affairs of certain persons mentioned in the confidential 
volumes be closely monitored and investigated by all 
relevant law enforcement agencies including the NCA, the 
Australian Taxation Office, Australian Customs Service, 
corporate affairs offices, bankruptcy offices and law 
enforcement agencies in the United States. It will fall 
to the incoming Government to address these matters and 
to give such further directions as may be considered 
necessary. 

Civil Liberties Issues 

Some of the material in the published Volumes posed 
difficulties for the Government because of the 
Government's strong commitment to civil liberties. This 
material relates to the naming of certain individuals. 
Mr Costigan argues at some length that exposure of 
suspected criminal activities by public reports of Royal 
Commissions and like bodies before conviction of the 
persons concerned and, indeed, even in circumstances 
where conviction is unlikely, is a proper and effective 
means of dealing with those activities. On this basis 
Mr Costigan has named a considerable number of persons 
as suspected of committing offences or being in some way 
involved in the commission of offences. 

The Government strongly believes that such a course is 
normally neither correct in principle nor effective in 
final result. It believes that persons should not be 
named in public reports as having committed, or as being 
suspected of having committed, offences unless duly 



onvicted in the courts of law. To do so would make a 
mockery of the rule of law, of the long-standing 
presumption of innocence before conviction and of 
protections that should be afforded by the law to everv 
citizen. 1 

In the circumstances surrounding this Report, however 
the Government believes it has no alternative to 
deciding that deletions should be confined to those made 
on narrow legal and law enforcement grounds which I have 
described. With considerable reluctance the Government 
has decided that no deletions should be made because of 
the civil liberties considerations mentioned above, many 
of which are almost certainly applicable. This decision 
has been taken for two primary reasons: 

. given the nature and structure of Mr Costigan's 
Report, it would not be practical to delete all 
references to persons named as being involved in the 
commission of offences - to delete all such 
references would make the Report, to a large extent 
meaningless; and ' 

. there has been a high degree of public expectation in 
relation to this Report resulting from the breaches 
of confidentiality that have occurred by publication 
of material in the National Times, and the cheap and 
dishonest political posturing by the Opposition that 
the Government had something to hide. The 
substantial deletion of names would therefore be 
likely to lead to community concern and 
misunderstanding. 

For the reasons stated the Government's profoundly 
regrets the course of action that has been necessary in 
this instance, and it is important to note that the 
National Crime Authority Act makes provision to ensure 
that this cannot happen in the case of the NCA. The 
Government does not believe that naming of persons in 
public reports is an effective or appropriate 
alternative to the processes and sanctions of the law of 
the land. 

Conclusions 

Finally I should like to extend, on behalf of all 
concerned Australians, our sincere appreciation for the 
application and dedication with which Mr Costigan and 
his staff have approached the important tasks they were 
given by successive Governments, tasks which expanded 
from limited objectives into the investigation and 
exposure of organised crime. 



There have, as Mr Costigan acknowledges, been frank and 
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TO SECRETARY'S DEPARTMENT, RESERVE BANK OF AUST, SYDNEY 
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CONFIDENTIAL 
STEWART REPORT: NUGAN HAND GROUP 
(ATTENTION MR D. MCKENNA) 
THANKS YOUR TELEX RBST278 OF 23 JULY. 

2. A NUMBER OF MATTERS AROSE AT MEETING OF THURSDAY 25 JULY 
OF THE OFFICIALS COMMITTEE ON LAW ENFORCEMENT IN RELATION TO 
STEWART REPORT THAT ARE OF INTEREST TO RESERVE BANK (VIZ, 
BANKER'S OPINIONS AND PUBLIC RELEASE OF REPORT ) . 

3. WITH REGARD TO BANKER^' OPINIONS AND CONSISTENT WITH YOUR 
TELEX AND OUR DUSCYSSU+ffS", MEETING ACCEPTED OUR SUGGESTION 
THAT A SMALL INFORMAL WORKING GROUP (COMPRISING REPRESENTATIVES 
FROM TREASURY, RESERVE BANK AND ATTORNEY-GENERAL'S DEPARTMENT) 
BE ESTABLISHED TO CONSIDER STEWART REPORT RECOMMENDATION 11.8 
(PAGE 1099), WITH CONSULTATIONS AS APPROPRIATE BEING UNDERTAKEN 
WITH ABA. 

4. SUBJECT TO YOUR VIEWS, WE SUGGEST WE DRAFT A LIST OF 
MATTERS ON WHICH MORE INFORMATION IS REQUIRED (EG, BASED ON 
PARAGRAPH 3 OF YOUR TELEX) ON WHICH COMMENTS COULD BE SOUGHT 
FROM YOU AND AG'S. THIS LIST COULD INDICATE WHICH MEMBERS OF 
THE WG SHOULD BE PRIMARILY RESPONSIBLE FOR OBTAINING 
ADDITIONAL INFORMATION (EG, AG'S ON LEGAL QUESTIONS AND RBA 
CONSULTATION WITH ABA). FOLLOWING YOUR .RESPONSE TO THIS TELEX 
WE PROPOSE WRITING TO AG'S ACCORDINGLY. 

5. AT MEETING ON 25 JULY, CHAIRMAN OF COMMITTEE (NEIL MCINNES, 
DEPUTY SECRETARY, PM AND C) REFERRED TO STEWART RECOMMENDATION 
THAT REPORT BE RELEASED IN FULL EXCEPT FOR THE DELETION OF 
PART 10. AG'S REPRESENTATIVES EXPRESSED CONCERN WITH THIS 
COURSE OF ACTION AND SOUGHT CONSIDERATION OF DELETION OF MORE 
MATERIAL BEFORE RELEASE. THEY WERE PARTICULARLY CONCERNED THAT 
RELEASE OF NAMES MIGHT BE PREJUDICIAL TO SUCH MATTERS AS: 

THE RULES OF NATURAL JUSTICE (SEMI-COLON) CONDUCT OF INVESTIGATIONS 
OF BREACHES OF LAW (SEMI-COLON) AND PROSECUTION PROCESSES. 
SOME OTHERS AT THE MEETING EXPRESSED SIMILAR CONCERN. 
THE CHAIRMAN (AND TO SOME EXTENT, SPECIAL MINISTER OF 
STATE REPRESENTATIVE) NOTED THAT TOO MUCH DELETION IN THE 
PUBLICLY RELEASED VERSION WOULD MAKE IT UNREADABLE AND COULD 
LEAD TO CRITICISM THAT THE GOVERNMENT WAS INVOLVED IN A 'COVER 
UP'. THE CHAIRMAN ALSO NOTED THAT THE REPORT WOULD BE RELEASED 
UNDER PARLIAMENTARY PRIVILEGE. ON THE OTHER HAND, REFERENCE WAS 
MADE TO THE PRIME MINISTER'S COMMENTS IN THE CONTEXT OF REACTION 
TO THE COSTIGAN REPORT OF THE IMPORTANCE OF THE GOVERNMENT 
HANDLING APPROPRIATELY REPORTS WHICH NAMED INDIVIDUALS WHO HAD 
YET TO BE PROVED TO BREACHED LAW. 

6. THE COMMITTEE DISCUSSED BRIEFLY DRAFT GUIDELINES ON THE 
PUBLICATION OF NAMES IN PUBLIC REPORTS ON LAW ENFORCEMENT 
MATTERS (THESE GUIDELINES ARE BEING PREPARED APPARENTLY IN 
RESPONSE TO A PREVIOUS DECISION BY GOVERNMENT). HOWEVER, 
THESE GUIDELINES WILL NOT BE FINALISED PRIOR TO THE PROPOSED 
RELEASE OF THE STEWART REPORT EARLY IN THE BUDGET SESSION 

OF PARLIAMENT. 

7. THE COMMITTEE DECIDED TO ESTABLISH A SMALL INFORMAL 
WORKING GROUP TO CLOSELY EXAMINE THE STEWART REPORT AS TO 
WHAT DELETIONS SHOULD BE MADE FOR PUBLIC RELEASE. TH I S WG IS 
BEING CO-ORDINATED BY SMOS AND WILL ALSO INVOLVE AG'S, DPP 
AND AFP. AS OUR INTERESTS (AND THE BANK'S) ARE RELATIVELY 
LIMITED, WE SUGGESTED TO MEETING THAT WE MIGHT ADVISE SMOS IN 
WRITING OF OUR VIEWS REGARDING THIS MATTER. WE INDICATED THAT 
WE NEEDED TO CONSIDER, FOR EXAMPLE, THE REFERENCES TO THE 
INDIVIDUAL NAMED IN SECTION 7 OF PART 4. 
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STEWART REPORT: NUGAN HAND GROUP 



(ATTENTION MR D. MCKENNA) 
THANKS YOUR TELEX RBST278 OF 23 JULY. 

2. A NUMBER OF MATTERS AROSE AT MEETING OF THURSDAY 25 JULY 
OF THE OFFICIALS COMMITTEE ON LAW ENFORCEMENT IN RELATION TO 
STEWART REPORT THAT ARE OF INTEREST TO RESERVE BANK (VIZ, 
BANKER'S OPINIONS AND PUBLIC RELEASE OF REPORT). 

3. WITH REGARD TO BANKER^' OPINIONS AND CONSISTENT WITH YOUR 
TELEX AND OUR DUSCYS^LHSS, MEETING ACCEPTED OUR SUGGESTION 
THAT A SMALL INFORMAL WORKING GROUP (COMPRISING REPRESENTATIVES 
FROM TREASURY, RESERVE BANK AND ATTORNEY-GENERAL'S DEPARTMENT) 
BE ESTABLISHED TO CONSIDER STEWART REPORT RECOMMENDATION 11.8 
(PAGE 1099), WITH CONSULTATIONS AS APPROPRIATE BEING UNDERTAKEN 
WITH ABA. 

4. SUBJECT TO YOUR VIEWS, WE SUGGEST WE DRAFT A LIST OF 
MATTERS ON WHICH MORE INFORMATION IS REQUIRED (EG, BASED ON 
PARAGRAPH 3 OF YOUR TELEX) ON WHICH COMMENTS COULD BE SOUGHT 
FROM YOU AND AG'S. THIS LIST COULD INDICATE WHICH MEMBERS OF 
THE WG SHOULD BE PRIMARILY RESPONSIBLE FOR OBTAINING 
ADDITIONAL INFORMATION (EG, AG'S ON LEGAL QUESTIONS AND RBA 
CONSULTATION WITH ABA). FOLLOWING YOUR RESPONSE TO THIS TELEX 
WE PROPOSE WRITING TO AG'S ACCORDINGLY. 

5. AT MEETING ON 25 JULY, CHAIRMAN OF COMMITTEE (NEIL MCINNES, 
DEPUTY SECRETARY, PM AND C) REFERRED TO STEWART RECOMMENDATION 
THAT REPORT BE RELEASED IN FULL EXCEPT FOR THE DELETION OF 
PART 10. AG'S REPRESENTATIVES EXPRESSED CONCERN WITH THIS 
COURSE OF ACTION AND SOUGHT CONSIDERATION OF DELETION OF MORE 
MATERIAL BEFORE RELEASE. THEY WERE PARTICULARLY CONCERNED THAT 
RELEASE OF NAMES MIGHT BE PREJUDICIAL TO SUCH MATTERS AS: 

THE RULES OF NATURAL JUSTICE (SEMI-COLON) CONDUCT OF INVESTIGATIONS 
OF BREACHES OF LAW (SEMI-COLON) AND PROSECUTION PROCESSES. 
SOME OTHERS AT THE MEETING EXPRESSED SIMILAR CONCERN. 
THE CHAIRMAN (AND TO SOME EXTENT, SPECIAL MINISTER OF 
STATE REPRESENTATIVE) NOTED THAT TOO MUCH DELETION IN THE 
PUBLICLY RELEASED VERSION WOULD MAKE IT UNREADABLE AND COULD 
LEAD TO CRITICISM THAT THE GOVERNMENT WAS INVOLVED IN A 'COVER 
UP'. THE CHAIRMAN ALSO NOTED THAT THE REPORT WOULD BE RELEASED 
UNDER PARLIAMENTARY PRIVILEGE. ON THE OTHER HAND, REFERENCE WAS 
MADE TO THE PRIME MINISTER'S COMMENTS IN THE CONTEXT OF REACTION 
TO THE COSTIGAN REPORT OF THE IMPORTANCE OF THE GOVERNMENT 
HANDLING APPROPRIATELY REPORTS WHICH NAMED INDIVIDUALS WHO HAD 
YET TO BE PROVED TO BREACHED LAW. 

6. THE COMMITTEE DISCUSSED BRIEFLY DRAFT GUIDELINES ON THE 
PUBLICATION OF NAMES IN PUBLIC REPORTS ON LAW ENFORCEMENT 
MATTERS (THESE GUIDELINES ARE BEING PREPARED APPARENTLY IN 
RESPONSE TO A PREVIOUS DECISION BY GOVERNMENT). HOWEVER, 
THESE GUIDELINES WILL NOT BE FINALISED PRIOR TO THE PROPOSED 
RELEASE OF THE STEWART REPORT EARLY IN THE BUDGET SESSION 

OF PARLIAMENT. 

7. THE COMMITTEE DECIDED TO ESTABLISH A SMALL INFORMAL 
WORKING GROUP TO CLOSELY EXAMINE THE STEWART REPORT AS TO 
WHAT DELETIONS SHOULD BE MADE FOR PUBLIC RELEASE. TH I S WG IS 
BEING CO-ORDINATED BY SMOS AND WILL ALSO INVOLVE AG'S, DPP 
AND AFP. AS OUR INTERESTS (AND THE BANK'S) ARE RELATIVELY 
LIMITED, WE SUGGESTED TO MEETING THAT WE MIGHT ADVISE SMOS IN 
WRITING OF OUR VIEWS REGARDING THIS MATTER. WE INDICATED THAT 
WE NEEDED TO CONSIDER, FOR EXAMPLE, THE REFERENCES TO THE 
INDIVIDUAL NAMED IN SECTION 7 OF PART 4. 

8. WE WOULD BE GRATEFUL FOR YOUR VIEWS AND COMMENTS ON THE 
NEED OR OTHERWISE, FROM YOUR PERSPECTIVE, AS TO WHETHER 
SECTION 7 OF PART 4 SHOULD BE EXCLUDED FROM PUBLIC RELEASE. 

IF DELETION WERE NECESSARY IN YOUR VIEW, PRESUMABLY THERE WOULD 

BE A NEED FOR CONSEQUENTIAL DELETIONS (EG, PARAGRAPH 2.64). 

WE, OF COURSE, ARE ALSO SEEKING YOUR ADVICE AS TO WHETHER YOU 

CONSIDER FROM YOUR PERSPECTIVE THERE IS A NEED TO DELETE 

ANY OTHER (UNDERLINE TWO) REFERENCES IN THE REPORT FOR PUBLIC 

RELEASE. 

9. WE WOULD BE GRATEFUL FOR YOUR RESPONSE IN RELATION TO THE 
POINTS ABOVE (PARAGRAPHS 4 AND 8 IN PARTICULAR). 
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STEWART REPORT: NUGAN HAND GROUP 



(ATTENTION MR D. MCKENNA) 

THANKS YOUR TELEX RBST278 OF 23 JULY. 

2. A NUMBER OF MATTERS AROSE AT MEETING OF THURSDAY 25 JULY 
OF THE OFFICIALS COMMITTEE ON LAW ENFORCEMENT IN RELATION TO 
STEWART REPORT THAT ARE OF INTEREST TO RESERVE BANK (VIZ, 
BANKERS' OPINIONS AND PUBLIC RELEASE OF REPORT). 

3. WITH REGARD TO BANKERS' OPINIONS AND CONSISTENT WITH YOUR 
TELEX AND OUR DISCUSSIONS , MEETING ACCEPTED OUR SUGGESTION 
THAT A SMALL INFORMAL WORKING GROUP (COMPRISING 
REPRESENTATIVES FROM TREASURY, RESERVE BANK AND 
ATTORNEY-GENERAL'S DEPARTMENT) BE ESTABLISHED TO CONSIDER 
STEWART REPORT RECOMMENDATION 11.8 (PAGE 1099), WITH 
CONSULTATIONS AS APPROPRIATE BEING UNDERTAKEN WITH ABA. 
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4. SUBJECT TO YOUR VIEWS , WE SUGGEST WE DRAFT A LIST OF 
MATTERS ON WHICH MORE INFORMATION IS REQUIRED (EG, BASED ON 
PARAGRAPH 3 OF YOUR TELEX) ON WHICH COMMENTS COULD BE SOUGHT 
FROM YOU AND AG'S. THIS LIST COULD INDICATE WHICH MEMBERS OF 
THE WG SHOULD BE PRIMARILY RESPONSIBLE FOR OBTAINING 
ADDITIONAL INFORMATION (EG, AG'S ON LEGAL QUESTIONS AND RBA 
CONSULTATION WITH ABA) . FOLLOWING YOUR RESPONSE TO THIS 
TELEX WE PROPOSE WRITING TO AG'S ACCORDINGLY. 

5. AT MEETING ON 25 JULY, CHAIRMAN OF COMMITTEE 

(NEIL MCINNES, DEPUTY SECRETARY, PM&C) REFERRED TO STEWART 
RECOMMENDATION THAT REPORT BE RELEASED IN FULL EXCEPT FOR THE 
DELETION OF PART 10. AG'S REPRESENTATIVES EXPRESSED CONCERN 
WITH THIS COURSE OF ACTION AND SOUGHT CONSIDERATION OF 
DELETION OF MORE MATERIAL BEFORE RELEASE. THEY WERE 
PARTICULARLY CONCERNED THAT RELEASE OF NAMES MIGHT BE 
PREJUDICIAL TO SUCH MATTERS AS: THE RULES OF NATURAL JUSTICE; 
CONDUCT OF INVESTIGATIONS OF BREACHES OF LAW; AND PROSECUTION 
PROCESSES. SOME OTHERS AT THE MEETING EXPRESSED SIMILAR 
CONCERN. THE CHAIRMAN (AND TO SOME EXTENT, SPECIAL MINISTER 
OF STATE REPRESENTATIVE) NOTED THAT TOO MUCH DELETION IN THE 
PUBLICJ&LY RELEASED VERSION WOULD MAKE IT UNREADABLE AND 



COULD LEAD TO CRITICISM THAT THE GOVERNMENT WAS INVOLVED IN A 
'COVER UP'. THE CHAIRMAN ALSO NOTED THAT THE REPORT WOULD BE 
RELEASED UNDER PARLIAMENTARY PRIVILEGE. ON THE OTHER HAND, 
REFERENCE WAS MADE TO THE PRIME MINISTER'S COMMENTS IN THE 
CONTEXT OF REACTION TO THE COSTIGAN REPORT OF THE IMPORTANCE 
OF THE GOVERNMENT HANDLING APPROPRIATELY REPORTS WHICH NAMED 
INDIVIDUALS WHO HAD YET TO BE PROVED TO BREACHED LAW. 




6. THE COMMITTEE DISCUSSED BRIEFLY DRAFT GUIDELINES ON THE 
PUBLICATION OF NAMES IN PUBLIC REPORTS ON LAW ENFORCEMENT 
MATTERS (THESE GUIDELINES ARE BEING PREPARED APPARENTLY IN 
RESPONSE TO A PREVIOUS DECISION BY GOVERNMENT) . HOWEVER, 
THESE GUIDELINES WILL NOT BE FINALISED PRIOR TO THE PROPOSED 
RELEASE OF THE STEWART REPORT EARLY IN THE BUDGET SESSION OF 
PARLIAMENT. 

7. THE COMMITTEE DECIDED TO ESTABLISH A SMALL INFORMAL 
WORKING GROUP TO CLOSELY EXAMINE THE STEWART REPORT AS TO 
WHAT DELETIONS SHOULD BE MADE FOR PUBLIC RELEASE. THIS WG IS 
BEING CO-ORDINATED BY SMOS AND WILL ALSO INVOLVE AG'S, DPP 
AND AFP. AS OUR INTERESTS (AND THE BANK'S) ARE RELATIVELY 
LIMITED, WE SUGGESTED TO MEETING THAT WE MIGHT ADVISE SMOS IN 
WRITING OF OUR VIEWS REGARDING THIS MATTER. WE INDICATED 
THAT WE NEEDED TO CONSIDER, FOR EXAMPLE, THE REFERENCES TO 
THE INDIVIDUAL NAMED IN SECTION 7 OF PART 4. 

8. WE WOULD BE GRATEFUL FOR YOUR VIEWS AND COMMENTS ON THE 
NEED OR OTHERWISE, FROM YOUR PERSPECTIVE, AS TO WHETHER 
SECTION 7 OF PART 4 SHOULD BE EXCLUDED FROM PUBLIC RELEASE. 
IF DELETION WERE NECESSARY IN YOUR VIEW, PRESUMABLY THERE 



WOULD BE A NEED FOR /jh CONSEQUENTIAL DELETION/ UJUEAftT 2 (EG, 



PARAGRAPH 2.64). WE, OF COURSE, ARE ALSO SEEKING YOUR ADVICE 
AS TO WHETHER YOU CONSIDER FROM YOUR PERSPECTIVE THERE IS A 
NEED TO DELETE ANY OTHER REFERENCES IN THE REPORT FOR PUBLIC 
RELEASE . 




9. WE WOULD BE GRATEFUL FOR YOUR RESPONSE IN RELATION TO THE 
POINTS ABOVE (PARAGRAPHS 4 AND 8 IN PARTICULAR) . 
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STEWART REPORT: NUGAN HAND GROUP 

(ATTENTION MR D. MCKENNA) 

THANKS YOUR TFLFX RBST278 OP ?3 JULY. 

?. A NUMBER OF MATTFRS AR08F AT MBFTTNG OP THURSDAY 25 JULY 
OP THF OFFICIALS COMMITTEE ON LAW FNFORCFMFNT IN RELATION TO 
STEWART RFPORT TPAT ARE OF INTFREST TO RFSFPVF BANF (VIZ, 
BANFFRS • OPINIONS AND PUBLIC RPLEASP OP RFPORT). 



3. WITH RFGARD TO BANFFRS' OPINIONS AND CON8I8TFNT WITH YOUR 
TPLEF AND OCR DISCUSSIONS, MFPTING ACCEPTED OUR SUGGPSTION 
THAT A SMALL INFORMAL WORKING GROUP (COMPRISING 
REPRFSFNTATIVES FROM TRPA8URY, RESFRVF BANK AND 
ATTORNPY-GFNPRAL 1 8 DFPARTMENT) BE F8TABLT8HED TO CON8IDFR 
STFWAFT REPORT RECOMMENDATION 11.8 (PAGF 1099), WITH 
CONSULTATIONS AS APPROPRIATE BEING UNDERTAKEN WITH ABA. 




*. STOJFCT TO YCUR VIEWS, KF SUCCFST TO DPAFT A LIST OF 
MATFPS OF KFirp MOFF INFORMATION IS PFOUIPFP (EG, BASED OF 

vrrrcrrTr 3 c? your tflfy) ci« wfich comments could lf sought 
ffom yon and acs. rri'js list could indicate mud members of 
tfe vp spouid pf ffimaptly ffspcksiblf fop obtaining 
ADDITIONAL information (EC, AC'S on legal ouestions and rba 

CONSUL "'"-ION VTTF APA). FOLLOWING YCDP PFSPCMSE TO TPJE 
TFT FY FF PFOPOFF NPITTNC TO AC'S ACCORDINGLY. 

5. AT MJttTIHC OK ? r JUT 1 , CJM IFMAN OF TC^M'fTFF 

(rrjT. mcinnfs, defcy stcpftapy, ffsc) rfffrffd to stfwapt 
PFoo^yrrrjiTTOF tfat pfpopt pf released if full fycept fop tfe 

TFIFTTOF OF PAFT 1C. AG'S FFPFEFENTA TIVES FYPFFSFFr OONCFRN 
V7TV TFIS COtTSF OF ACTION AND SOUGHT OCNSIDFFA'I Ii:'t> OF 
DFT FT ICN OF WOFF MATEFIAI BFFCPF PFTFASF. THEY KFFF 
FAPTTCUIAPTY CCNOFFNTT TFAT FFLFASF OF N*MFS KTOPT BF 
PREJUDICIAL TO SUCF MATTERS ASt TFF PULES OF NATURAL JU8TICP; 

corrrcT or investigations of ppfacnfs of law t and prosecution 

PFCCESSFS. SOMF OTTERS AT TKF MEETING EXPRFFSED SIMILAR 
COFCFRN. TFE CFATFMAF (AKF> TO SCMF FYTFNT , SPECIAL MINISTER 
OF STAT FFPPFSFNT'ATIVF) NOTED TFAT TOO MUCH DFLFTION IN THE 
PUBtTC^rtY PFLFASFD VERSION WOULD MAKE IT FNFBADAPtF AND 
COULD LEAD TO CRITICISM TFAT TFF GOVERNMENT WAS INVOLVED IN A 
•COVFP UP 1 . TF CFAIRMAN ALSO KOTFE THAT THE F.FFOPT WOULD BF 
RELEASED UNDFP PARLIAMENTARY PPIVILFOF. ON THE OTHFP HAND, 
FFFEFENCF WAS MADE TO THE FFIME MINISTER'S COMMENTS IN TFE 
CONTEXT OF REACTION TO THE COSTIGAN PFPORT OF THE IMPORTANCE 
OF THE GOVERNMENT HANDLING APPROPRIATELY REPORTS NHICN NAMED 
INDIVIDUALS WHO HAD YFT TO BE PROVFD TO BREACHED LAW. 



6. THE OOMMTTTFE DISCUSSED BRIFFLY DRAFT GUIDELINES ON THE 
PUBLICATION OF NAMES IF PUBLIC REPORTS ON UK ENFORCEMENT 
MATTERS (THESE GUIDELINES AFF BFING PRFPAPED APPARENTLY IN 
RESPONSE TO A PREVIOUS DECISION FY GOVERNMENT) . HOWEVER, 
THESE CUIDFLTNF6 MSI L NOT BE FINALISED PPIOP TO THE PPOPOSFP 
RFLEASF OF TFF STEWART PFPOPT EARLY IN TFE BUDGET SESSION OF 
PARLIAMENT. 

7. TFF COMMITTEE DECIDFD TO FSTABMSF A SMALL INFORMAL 
WORE TNG CFOITP TO CLOSELY EXAMINE TFF STEWART PFPOPT AS TO 
WHAT DELETIONS SHOULD BE MADE FOP PUBLIC RFLEASF. THIS WG IS 
PFTNG CO-ORDINATED BY SMOS AND ^ILL ALSO IFVOLVF AC'S, DPP 
AND AFP. AS ODP INTERESTS (AND THE BANK'S) APE RELATIVELY 
LIMITED, WE SUCGESTFD TO MEETING TPAT WE MIGHT ADVISE SMOS IN 
WRITING OF OUR VIEWS REGARDING ^FIS MATTER. WF INDICATED 
THAT WE NFEDFD TO CONSIDER, FOR EXAMPLE, THE REFERENCES TO 
TFF INDIVIDUAL NAMED IN SFCTICN 7 OF PART 

A. WF WOULD BE GRACEFUL FOR YCUP VIEWS AND OOMWFKTS ON THE 
NEED OR OTHERWISE, FROM YOUR PERSPECTIVE, AS TO WHETHER 
SECTION 7 OF PA FT 4 SHOULD BE FXCIUDFD FROM PUBMC RFLEASF • 

TF DELETION WERE NECESSARY IN YOUR VIEW, PRESUMABLY THERE 

S 

WOULD BE A NEED FOR A CONSEOUFNTIAL DELFT ION IN PART 2 (EG, 
PARAGPAPH ?.M). WF, OF COURSE , ARE ALSO SEEPING YOUR ADVICE 
AS TO WFFTFR YOU CONSIDER FROM YOUR PERSPECTIVE THERE IS A 
NEED TO DELETT ANY OTHER REFERENCES IN THE REPORT FOR PUBLIC 
RELEASE. 

§. WE WOULD BE GRATEFUL FOR YOUR RESPONSE IN RELATION TO TFF 
POINTS ABOVE (PARAGRAPHS 4 AND 8 IN PARTICULAR) • 




Sed A. M. HTNTON 



W AAa/ L^ % 
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TO SECRETARY'S DEPARTMENT 



RESERVE BANK OF AUSTRALIA 



SYDNFY 



FROM FINANCIAL INSTITUTIONS DIVISION^ f^&J**? 
CANBERRA 



0 



(ATTENTION MR D. MCKENNA) 



CONFIDENTIAL PRIORITY 



STEWART REPORT: NUGAN HAND GROUP 



THANKS YOUR TELEX RBST278 OF 23 JULY. 

2. A NUMBER OF MATTERS AROSE AT MEETING OF THURSDAY 25 JULY 
OF THE OFFICIALS COMMITTEE ON LAW ENFORCEMENT IN RELATION TO 

-«tE- STEWART REPORT THAT ARE OF INTEREST TO RESERVE BANK^VIZ > ^ 
BANKERS' OPINIONS AND PUBLIC RELEASE OF REPORT^ 

3. WITH REGARD TO BANKERS 1 OPINIONS AND CONSISTENT WITH YOUR 
TELEX AND OUR DISCUSSIONS, MEETING ACCEPTED OUR SUGGESTION 
THAT A SMALL INFORMAL WORKING GROUP (COMPRISING 
REPRESENTATIVES FROM TREASURY, RESERVE BANK AND 
ATTORNEY-GENERAL'S DEPARTMENT) BE ESTABLISHED TO CONSIDER 
STEWART REPORT RECOMMENDATION 11.8 (PAGE 1099) , WITH 
CONSULTATIONS AS APPROPRIATE BEING UNDERTAKEN WITH ABA. 




4. SUBJECT TO YOUR VIEWS^WE SUGGEST WE DRAFT A LIST OF 
MATTERS ON WHICH MORE INFORMATION IS REQUIRED BASED ON 
PARAGRAPH 3 OF YOUR TELEX) ON WHICH COMMENTS COULD BE SOUGHT 
FROM YOU/tefert? AND AG'S. THIS LIST COULD INDICATE WHICH 

--TNSTITUT-jQNS SHOULD BE^ RESPONSIBLE FOR OBTAINING ADDITIONAL 
INFORMATION (EG f AG'S ON LEGAL QUESTIONS AND RBA CONSULTATION 
WITH ABA)Q FOLLOWING YOUR RESPONSE TO THIS TELEX WE WOUCT 
PROPOSE WRITING TO AG'S ACCORDINGLY. 

5. AT MEETING ON 25 JULY, CHAIRMAN OF COMMITTEE (-f-r-L.^ MCINt£ 
DEPUTY SECRETARY, PM&C) REFERRED TO STEWART RECOMMENDATION 
THAT Tffi REPORT BE RELEASED IN FULL EXCEPT FOR THE DELETION 
OF CHAPTER 10. AG'S REPRESENTATIVES EXPRESSED CONCERN WITH 
THIS COURSE OF ACTION AND SOUGHT^DELETIONOF MORE MATERIAL 
BEFORE RELEASE. THEY WERE PARTICULARLY CONCERNED JUtiXm/t 



RELEASE OF^NAMES ^HA?;MIGHT BE PREJUDICIAL TO SUCH MATTERS 
AS: THE RULES OF NATURAL JUSTICE]^) CONDUCT OF INVESTIGATIONS 
OF A BREACH^OF LAV^AND PROSECUTION PROCESSES. SOME OTHERS AT 
THE MEETING EXPRESSED SIMILAR CONCERN. THE CHAIRMAN (AND TO 
SOME EXTENT, 9^b6lAL MINISTER OF STATE REPRESENTATIVE) NOTED 
THAT TOO MUCH DELETION IN THE PUBLICALLY RELEASED VERSION 
WOULD MAKE IT UNREAIJ^BLE AND COULD LEAD TO CRITICISM THAT THE 
GOVERNMENT WAS INVOLVED IN A 'COVER UP'. THE CHAIRMAN ALSO 



2 



4^ 



NOTED THAT THE REPORT WOULD BE RELEASED UNDER PARLIAMENTARY 

PRIVILEGE^A^ArH^ R ^T TTTS ^REFERENCE j^MADE TO THE PRIME MINISTER'S V 

COMMENTS IN THE CONTEXT OF REACTION TO THE COSTIGAN REPORT OF 

THE IMPORTANCE OF THE GOVERNMENT HANDLING APPROPRIATELY 

REPORTS WHICH NAMED INDIVIDUALS WHO HAD YET TO BE PROVED TO v 

A * > 

BREACHED^LAW. 

6. THE COMMITTEE DISCUSSED BRIEFLY DRAFT GUIDELINES ON THE 
PUBLICATION OF NAMES IN PUBLIC REPORTS ON LAW ENFORCEMENT 
MATTERS (THESE GUIDELINES ARE BEING PREPARED APPARENTLY IN 
RESPONSE TO A PREVIOUS DECISION BY GOVERNMENT )£)HOWEVER , THESE 
GUIDELINES WILL NOT BE FINALISED PRIOR TO THE PROPOSED 
RELEASE OF THE STEWART REPORT EARLY IN THE BUDGET SESSION OF 
PARLIAMENT. 



7. THE COMMITTEE DECIDED TO ESTABLISH A SMALL INFORMAL 
WORKING GROUP TO CLOSELY EXAMINE THE STEWART REPORT AS TO 
WHAT DELETION^ SHOULD BE MADE FOR PUBLIC RELEASE. THIS WG IS 
BEING CO-ORDINATED BY SMOS AND WILL ALSO INVOLVE AG ' S f DPP 

T - •: 

AND AFP. AS OUR INTERESTS (AND THE BANK'S) ARE RELATIVELY 
LIMITED^WE SUGGEST /THXTF WE MIGHT 

OUR VIEWS REGARDING THIS MATTER. WE INDICATED THAT WE NEEDED 
TO CONSIDER, FOR EXAMPLE, THE REFERENCES TO THE INDIVIDUAL //^/V///V^ 
JilAMEB* IN SECTION 7 OF PART a(a^O ^ //y A 

me #0i**#r) % 

8. WE WOULD BE GRATEFUL FOR YOUR VIEWS AND COMMENTS ON THE 



NEED OR OTHERWISE^FROM YOUR PERSPECTIVE'S TO WHETHER 
SECTION 7 OF PART 4 SHOULD BE EXCLUDED FROM PUBLIC RELEASE. 
IF DELET IOl^S WERE NECESSARY IN YOUR VIEW, PRESUMABLY THERE 
WOULD BE A NEED FOR K CONSEQUENTIAL DELETION^I lJ^PAia 11 ^ (EG, 
PARAGRAPHS 2. 64) . WE, OF COURSE, ARE ALSO SEEKING YOUR ADVICE 
AS TO WHETHER YOU CONSIDER FROM YOUR PERSPECTIVE^ A NEED TO 
DELETE ANY OTHER REFERENCES IN THE REPORT FOR PUBLIC RELEASE. 



6150f 



TJiflJ' ^ury- Office Services Sub- Section if^ 

INWARDS TELEPRINTER MESS/MSf 



Received / ~1 ~ ; , r . ^.m./p.m. £ Bvl Ikft W R & 
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RBST 278 23/7/85 SYDNEY RBST 278 

CONFIDENTIAL 

H I NTON TREASURY CANBERRA FROM MCKENNA RESERVE BANK SYDNEY 

CONFIDENTIAL 
IMMEDIATE 

STEWART REPORT - NU6AN HAND GROUP 

1. YOUR MESSAGE NO. 9^75 OF 17/7/85. 

2. BANKERS' OPINIONS HAVE ALWAYS BEEN DIFFICULT FOR BANKS 
TO HANDLE WITH FAIRNESS TO ALL PARTIES. THEIR 
OBLIGATIONS IN GIVING WRITTEN OPINIONS HAVE BEEN A 
SUBJECT DEVELOPED IN LEGAL ACTIONS OVER THE YEARS. 
WHETHER SPECIFIC LEGISLATION WOULD BE A STEP FORWARD IS 
MOOT. 

3. PERHAPS A FIRST STEP COULD BE TO DEVELOP, IN 
CONSULTATION WITH BANKS AND OTHER RELEVANT PARTIES, MORE 
COMPLETE INFORMATION ON: 

THE LEGAL STANDING OF, AND ACCEPTED PRACTICE WITH, 
OPINIONS IN OTHER COUNTRIES, 

CURRENT LEGAL POSITION OF OPINIONS AND BANKERS' 
OBLIGATIONS IN AUSTRALIA, 

GUIDELINES USED BY BANKS TO CONTROL THE ISSUE OF 
OPINIONS IN AUSTRALIA AND IN OTHER COUNTRIES. 

WE WOULD BE HAPPY TO CO-OPERATE IN THIS IF IT WOULD BE 
HELPFUL. 

4. CONSIDERATION COULD BE GIVEN TO THE SPECIFIC STEWART 
RECOMMENDATION WHEN THIS DATA HAD BEEN COLLECTED AND 
ASSESSED. 
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PRIORITY 

TO DEPUTY SECRETARY, RESERVE BANK OF AUSTRALIA, SYDNEY 
FM FINANCIAL INSTITUTIONS DIVISION, TREASURY, CANBERRA 
MSG NO 9475 

17/07/85 CONFIDENTIAL 

CONFIDENTIAL 

STEWART REPORT: NUGAN HAND GROUP. 

ATTENTION MR D. MCKENNA," SECRETARY' S DEPARTMENT. 

AS DISCUSSED H I NTON/MCKtNNA ON TUESDAY 16 JULY, TREASURY WILL BE 

ATTENDING A MEETING Q&kTHURSDAY 25 JULY OF THE OFFICIALS COMMITTEE 

ON LAW ENFORCEMENT IN RELATION TO THE FINAL REPORT OF THE ROYAL 

COMMISSION OF INQUIRY INTO THE ACTIVITIES OF THE NUGAN HAND GROUP 

i?I! WART REP0RT h A COPY OF WHICH WE UNDERSTAND HAS BEEN SENT TO THE 
dANK . 

2. WHILE AN AGENDA FOR THE MEETING HAS YET TO BE PROVIDED WE 
UNDERSTAND THAT THE PURPOSE WILL BE TO DISCUSS THE HANDLING OF THE 
STEWART REPORT IN RELATION TO THE GOVERNMENT'S RESPONSE TO IT. AT 
o2nU TAGE A STATEMENT WILL BE DRAFTED FOR PRESENTATION OF THE 
tu P ,?£ T 10 PARLIAMENT (PROBABLY BY SPECIAL MINISTER OF STATE). WE 
THINK IT UNLIKELY THAT MEETING ON 25 JULY WILL GET DOWN TO SPECIFIC 
P!^ ILS ' BUT W0ULD EXPECT SOME DISCUSSION TO TAKE PLACE ON THE 
HANDLING OF THE POLICY RECOMMENDATIONS OF THE REPORT THE STATE OF 
PLAY REGARDING PROSECUTIONS FOR ALLEGED BREACHES OF COMMONWEALTH LAW 
AND THE QUESTION OF WHAT PARTS OF THE REPORT COULD BE RELEASED TO 
THE PUBLIC. 

3. THERE ARE A NUMBER OF MATTERS IN THE REPORT THAT ARE OF SPECIFIC 
INTEREST TO THE RBA. WE, THEREFORE, PROPOSE TO KEEP YOU INFORMED OF 
DEVELOPMENTS REGARDING THE HANDLING OF THE REPORT AND WHERE 
APPROPRIATE SEEK THE BANK'S SPECIFIC INPUT AND INVOLVEMENT. 

4. AT THIS STAGE IT IS UNCLEAR AS TO WHAT INPUT MIGHT BE NECESSARY 
r.SmI HE MEETING SCHEDULED FOR 25 JULY. HOWEVER, AS DISCUSSED, WE 
WOULD BE GRATEFUL FOR YOUR PRELIMINARY COMMENTS ON RECOMMENDATION 
11. (PAGE 1099) WHICH RELATES TO SECTION 6 OF PART 4 OF THE REPORT 
CONCERNING 'BANKERS' OPINIONS'. 



NNNN* 

RESBANK AA26183 



> 

o 

m 



> 
0 



m 

m 

X 



to 

> 

m 



m 

m 
X 



1 110 i rnasury 



Please transmit the following message and after transmission return material to: 



Sent 



am 
pm 



of originator 
A.M. HINTON 



Classification 
COMMERCIAL &** 



Precedence 
PRIORITY 



Room No 
B116A 



Phone No 
3044 



Reference No 



Authorised (Branch Head) Name, printed 
A.M. HINTON 



17 / 7 /85 



Authorised (Branch Head) Signature 



Message No 

947o 



17 / 7/85 



To: 



Name of Person 
Name of Organisation 
City or Location 



SECRETARY 



THE SECRETARY'S DEPARTMENT 
RESERVE BANK OF AUSTRALIA 
SYDNEY Telex No 




Repeated: 



Name of Person 
Name of Organisation 
City or Location 



From FINANCIAL INSTITUTIONS DIVISION 
TREASURY CANBERRA 



Subject Heading • 

STEWART REPORT: NUGAN HAND GROUP 



AS DISCUSSED HINTON/MCKENNA ON TUESDAY 16 JULY, TREASURY WILL 
BE ATTENDING A MEETING ON THURSDAY 25 JULY OF THE OFFICIALS 
COMMITTEE ON LAW ENFORCEMENT IN RELATION TO THE FINAL REPORT 
OF THE ROYAL COMMISSION OF INQUIRY INTO THE ACTIVITIES OF THE 
NUGAN HAND GROUP (STEWART REPORT) , A COPY OF WHICH WE 
UNDERSTAND HAS BEEN SENT TO THE BANK. 

2. WHILE AN AGENDA FOR THE MEETING HAS YET TO BE PROVIDED, 
WE UNDERSTAND THAT THE PURPOSE WILL BE TO DISCUSS THE 
HANDLING OF THE STEWART REPORT IN RELATION TO THE 
GOVERNMENT'S RESPONSE TO IT. AT SOME STAGE A STATEMENT WILL 
BE DRAFTED FOR PRESENTATION OF THE REPORT TO PARLIAMENT 
(PROBABLY BY SPECIAL MINISTER OF STATE) . WE THINK IT 



M 17 3 

I 



UNLIKELY THAT MEETING ON 25 JULY WILL GET DOWN TO SPECIFIC 
DETAILS, BUT WOULD EXPECT SOME DISCUSSION TO TAKE PLACE ON 
THE HANDLING OF THE POLICY RECOMMENDATIONS OF THE REPORT , THE 
STATE OF PLAY REGARDING PROSECUTIONS FOR ALLEGED BREACHES OF 
COMMONWEALTH LAW AND THE QUESTION OF WHAT PARTS OF THE REPORT 
COULD BE RELEASED TO THE PUBLIC. 

3. THERE ARE A NUMBER OF MATTERS IN THE REPORT THAT ARE OF 
SPECIFIC INTEREST TO THE RBA. WE, THEREFORE, PROPOSE TO KEEP 
YOU INFORMED OF DEVELOPMENTS REGARDING THE HANDLING OF THE 
REPORT AND WHERE APPROPRIATE SEEK THE BANK'S SPECIFIC INPUT 
AND INVOLVEMENT. 

4. AT THIS STAGE IT IS UNCLEAR AS TO WHAT INPUT MIGHT BE 
NECESSARY FOR THE MEETING SCHEDULED FOR 25 JULY. HOWEVER, AS 
DISCUSSED, WE WOULD BE GRATEFUL FOR YOUR PRELIMINARY COMMENTS 
ON RECOMMENDATION 11.8 (PAGE 1099) WHICH RELATES TO SECTION 6 
OF PART 4 OF THE REPORT CONCERNING 'BANKERS' OPINIONS'. 



Jul 17 II 22 AM '85 

DEPT. TREASURY 

REGISTRY 



CONFIDENTS 



Act In* Piret Aeeletant Secretary 
Ta* Pol lev revision 
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If HFWSTt !HJC*N P*FD CPCCT 



for 



We have been invito to attend en Thursday ?! July e oeetiap 
ef the Officials Cowwitteo on tow Fnfercewent in relation t© 
the Final Peport of the Poyel remission of Inquiry tut* tbe 
Activities of the Pwfan Wand Creep (Stewart Peport) « Mb lie 
an efenda for this wee tine has yet to bo provided, ve 
trnderstend that the purpose will be to discus* the handling 
of the Stewart Report In relet ion to the fcvernwent's 
response to it* At sows eteoe a statement will bo drafted 

resentation of the Report to Parliament (probably by the 
il Plnieter of State) • We think it unlikely that the 
weetino on J§ Joly will tot down to specif ic details, hot wo 
expert so** discussion to take place on the handling of the 
policy recemoendetion* of the Feoert, the otata of ploy 
regarding prosecutions for alleged breaches *f rowacnweelth 
law and, the question of what parte of the Report won Id he 
released to the pwblle* 

?• There are a naeber of natters in the Peport that are of 
interest to Tex Policy Plvlsion. Attached are coptdb of 
Section 4, Part 4t 1 Acres? to Pelevant Records denied •the 
if foot Of Cayman islands Lav 1 and Part ft f Alleoations of 
Ponev rounder inc? and ra* Pvas!on f f and reco**eodatien 11 .5t 

P*ve*s% A po py of the complete Report ia held hy 
**r *inton of this Pivision for vot?r perosal if you would so 



?• At this steoe it is unclear as to what input oieht be 
necessary for the seetlno scheduled for 25 Jnly # Fcvever, wo 
vool# bp eratef ul for yoar preliwinarv convents on 
reco*wo*dation 



Sg i A. M. HINIOH 
U Beethasi 

rot Assistant Secretary 
July Itft 



Pf vocre 
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CONFIDENTIAL 



F84/276 



2 7 MAY 1935 



The Secretary 

Attorney-General's Department 
Robert Garran Offices 
BARTON ACT 2600 

ATTENTION Ms M. Jackson 



IMPLEMENTATION OF STEWART ROYAL COMMISSION RECOMMENDATION 
NO 66 



I refer to your memoranda of 21 November 1984 and 
8 February 1985 seeking advice on the progress in 
implementing recommendation 66 of the Stewart Royal 
Commission for inclusion in your report to the 
Attorney-General. I also refer to subsequent advice from 
Mr Fisk to Ms Jackson that this recommendation has been under 
consideration in the context of the Government's response to 
similar recommendations by the Costigan Royal Commission and 
the NCSC's Ad Hoc Committee on Banking Practices and 
Procedures* 

The present position in respect of recommendation 66 is that 
the subject matter is under consideration by the Working 
Group of officials established in accordance with Cabinet 
Decision No 5183 of 1 April 1985 to examine the Costigan 
recommendations on controls on the operation of accounts with 
financial institutions. The Cabinet Decision requires the 
Treasurer to, inter alia, bring forward a Cabinet Submission 
on the working group's report by 28 June 1985. Your 
Department is represented on this working group by 
Mr R. Burns, Business Affairs Division. 



R.M. Beetham 

First Assistant Secretary 



CONFIDENTIAL 




Gazette 



No. S 129, Monday, 15 April 1985 

Published by the Australian Government Publishing Service, Canberra 




COMMONWEALTH OF AUSTRALIA 

ELIZABETH THE SECOND, by the Grace of God Queen of 

Australia and Her other Realms and Territories, Head of the 

Commonwealth: 

To: 

DONALD GERARD STEWART 
GREETINGS: 

WHEREAS by Letters Patent issued in Our name by Our 
Administrator of the Government of the Commonwealth of 
Australia on 25 June 1981 We appointed you to be a Com- 
missioner to inquire into and report upon certain matters re- 
lating to Terrence John Clark and persons associated with 
him: 

AND WHEREAS by Letters Patent issued in Our name by 
Our Governor-General of the Commonwealth of Australia on 
28 March 1983 the first-mentioned Letters Patent were varied 
so as to require that you make inquiry into certain matters re- 
lating to the activities of the Nugan Hand Group and of per- 
sons, organisations or bodies associated with the Nugan Hand 
Group: 

AND WHEREAS the Letters Patent issued on 25 June 
1981, as affected by the Letters Patent issued on 28 March 
1983, 15 December 1983 and 27 June 1984, require that, not 
later than 31 December 1984, you furnish to Our Governor- 
General of the Commonwealth of Australia a report of the re- 
sults of your inquiry and your recommendations: 

AND WHEREAS it is desirable that further time be al- 
lowed for the completion of your inquiry and the submission 
of your report: 

NOW THEREFORE We Do, by these Our Letters Patent 
issued in Our name by Our Governor-General of the Com- 
monwealth of Australia on the advice of the Federal Execu- 
tive Council and in pursuance of the Constitution of the Com- 
monwealth of Australia, the Royal Commissions Act 1902 
and other enabling powers, vary the Letters Patent issued on 
25 June 1981, as affected by the Letters Patent issued on 28 
March 1983, so as to require that your report of the results of 
your inquiry and your recommendations be furnished to Our 
Governor-General of the Commonwealth of Australia not 
later than 30 April 1985. 

(L.S.) WITNESS His Excellency the Right Honourable 
Sir Ninian Martin Stephen, a member of Her Maj- 
esty's Most Honourable Privy Council, Knight of 
the Order of Australia, Knight Grand Cross of The 
Most Distinguished Order of Saint Michael and 
Saint George, Knight Grand Cross of The Royal 
Victorian Order, Knight Commander of The Most 
Excellent Order of the British Empire, Governor- 
General of the Commonwealth of Australia. 

Dated this 2 1 st day of December 1 984. 



By His Excellency's Command, 
LIONEL BOWEN 
Attorney-General 

for and on behalf of the Prime Minister 



Printed by C. J. Thompson, 
Commonwealth Government Printer, Canberra 
11692/85 Cat. No. 85 5977 3 
Recommended retail price 20c (plus postage) 



N. M. STEPHEN 
Governor-General 
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AUSTRALIA 



ATTORNEY- GENERAL'S DEPARTMENT 



TEL 71 9111 



ROBERT GARRAN OFFICES 
NATIONAL CIRCUIT 
BARTON A.C.T. 2600 



PLEASE QUOTE: 
YOUR REF: 



21 November 198 4 
MJ: j 



The Secretary f 
The Treasury, 
CANBERRA A.C.T. 



Attention 




600 



Booth 



Implementation of Stewart Royal Commission Recommendations 

Pursuant to Cabinet Decision 2697 this Department is required 
to report to the Attorney-General on progress in implementing 
the recommendations made by the Stewart Royal Commission. 

2. In order that a report on this matter can be made I should 
be grateful if you could provide information on the progress 
in implementing recommendation 66. 



(M. JACKSON) 

for Acting Secretary 
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TREASURER 



EMBARGO 



Statement 



by the Treasurer, the Hon Paul Keating, MP. 




Attached are the telex documents tabled by the Speaker in the 
House today. 

I have no knowledge of ever receiving the offer outlined in 
the telex which refers to me. 

I did not travel to Hong Kong to address any seminar. 

It should have been abundantly clear to any person in 
possession of this series of documents that the offer 
referring to myself in no way carried the adverse 
implications implied by Mr Hall f s question. 



October 2 1984 



Canberra . 



1> 



KOYAl. COMMISSION OK INQUIRY INTO THE A C : I'lVITIES 
OF THE NUGAN HANI) (iKOUP 



CoinnnvMiiiin 1 mi Hun Mh Ji'nihf I) (i. Sowahv 
Scrirt.iiv Mm l> K l.iNNt.st 




(IPX) 
Sydney N S.W JiKM 
Ausi r.i I ia 

Telephone: (02) 3 r >H 2488 



13 September 1984 



Dear Dr Jenkins, 



On 12 September 1984 in the House of Representatives, the Member 
for Boothby, Mr R. Steele Hall directed a question without notice to the 
Treasurer, the Hon. P.J. Keating, in the following terms: 

"I draw the attention of the Treasurer to a document purporting 
to be a copy of the text of a telex message in the possession of 
the Stewart Royal Commission of Inquiry into Drug Trafficking." 

Mr Steele Hall then quoted from the document to which he was 
referring and, after leave was granted, tabled the document concerned. 

This statement has caused me grave concern. One inference that 
could be drawn from it is that the document in question was "leaked" from 
this Commission and 1 am presently considering what action, if any, 1 
should take in this regard. 

My purpose in writing to you as Speaker is to raise the 
following matters. First, should I decide it is necessary to call 
Mr Steele Hall before the Commission for the purpose of asking him where 
he obtained the document, such a course may well raise a question of 
Parliamentary privilege and I thought it proper to seek your guidance on 
that aspect at this stage. Second, I seek, through you, the permission 
of the House to obtain possession of the tabled document so that I might 
be better placed to decide what is the proper course for me to take in 
relation to it. 

My further purpose in writing to you, as Speaker, is to bring to 
your attention that the apparent circumstances concerning the release of 
the document may amount to contempt of this Commission by a person or 
persons as yet unidentified. 1 say this because there appears to have 
been an unauthorised release of a Commission document (being a printout 
of information obtained by the Commission in the course of its inquiries 
and placed in a computer data bank), in addition (as will appear from 
the next paragraph) a reading of the tabled document in isolation and 
without reference to other Commission documents relevant to it may tend 
to place on the tabled document a construction it would not otherwise 
bear. These matters might be seen to interfere with the proper course of 
the Commission's inquiry and thus constitute a contempt. I wish to 
emphasise that I am not suggesting that Mr Steele Hall is in contempt of 
the Commission by tabling the document. 



(2) 



It is in this context that I am enclosing for your information 
the following documents: 



copy telex HXNO 235 of 24.8.78 

ithis being a telex from Mr Collings, then in charge of the 
.:ugan Hand Hong Kong office, to Mr F.J. Nugan) 

copy telex No. 544 of 25.8.78 

(this being a telex from Mr F.J. Nugan to Mr Collings) 
copy telex HXNO 237 of 25.8.78 

(this being a telex from Mr Collings to Mr F.J. Nugan) 
copy telex No. 546 of 25 Aug 78 

(this being a telex from Mr F.J.Nugan's then secretary to 
Mr Collings) 

copy telex No. 239 of 30.8.78 

(this being a telex from Mr Collings to Mr F.J. Nugan) 
copy telex No. 568 of 13 Sept 78 

(this being a telex from a Nugan Hand executive in the 
Sydney office to Mr Collings) 



When the document tabled by Mr Steele Hall is read together with these 
copy documents the circumstances which gave rise to the creation of the 
tabled document seem to rae to be made clear. 



The Hon. Dr H.A. Jenkins, M.P., 

Speaker of the House of Representatives, 

Speaker's Office, 

Parliament House, 

CANBERRA ACT 2600 



Yours sincerely, 
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KUHAM AA37137 

23^ 3 NUGAN KXMC 233 

24.3.73 

attn: fjn 

plea3e advise me a3a? the situation re proposal to have 

NIGEL 30-.'EM VISIT MX OM SEPTEMBER PI, AS GUEST OP THE 
SPONSORS (AUSTRALIAN OVERSEAS CHINESE CLU3) POR THE 
SEMINARS OM ' INVESTMENTS IN AUSTRALIA' . 

REGARDS 

LES 

Jtt. 

NUHAN AA27127V 



*. * 1 1 



s 

NC 

vz 

NC 

V 

GA 
020 

INTLX 371213"? 
WUHAN AA27127 
GA 

80233^99+ 

S3-'*99 NUGAN HX 
HUMAN AA27127 

25 AUG 73 NO. 544 

FOR LES COLLI NGS 
REYRTLX 235 

ADVISE FOLLOWING FEDERAL LABOR POLITICIAN WLD ACCEPT OFFER 
THE HON. PAUL J KEATING, MHR 

4TH FLOOR . . r: . ' 

COMPASS HOUSE '; v . ■ .. • 

NORTH TERRACE 
BANKSTOWN NSW 2220 

KEATING IS SHADOW MINISTER FOR MINERALS AND ENERGY. 

IN WHITUK GOVT WAS MINISTER FORTH NORTHERN AUSTRALIA WHICH AT 
THAT TIME WAS NOT A STATE. ' 

WAS ALSO YOUNGEST MINISTER IN WHITLAM GOVT. 

REGARDS, FJN " 
NUHAN AA27127& 
33^99 MUG AM HX 



NUHAN AA27J.27 

83499 NUSAN KXHO 237 



25.8.73 
ATTiNi 

ORGAN I SERS ADVISE THAT LABOUR MEMBERS MAY BE TOO CQttTROVSftS I 
AMD LIBERAL .MEMBERS TAKE TOO LONG TO OBTAIN AN ANSWER C;\ 
WHETHER THEY WOULD ACCEPT. HAVE BEEN REQUESTED TO ASK YOU 
REGARDING FORMER PREMIERS I.E. GORTON, MCMAHON, SIR ROBERT 
ASK IN AND OTHER FORMER PREMIERS AS FIRST CHOICES. FORMER 
IMMIGRATION MINISTER ALSO GOOD. OBVIOUSLY PRESENT ONE 
WOULD BE THE BEST. IN VIEW OF TELEPHONE PROBLEM AND MONDAY 
BEING A HOLIDAY IN HK PLEASE TREAT THIS AS MOST URGENT. 

TELEX REPLY ASAP. MANY THANKS. 

REGARDS » 



LES 

NUHAN AA27127 
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FOR LES C0LLIN69 

ADVISE SIR WILLIAM MCHAHON AVAILABLE, DETAILS FOLLOV/ 

MOM 

RT HON WILLIAM MCMAHON MHR 

MEMBER FOR LOWE (NSW) FEDERAL GOVT. 

LIEERAL PARTY 

FORMER PRIME MINISTER 

NOT NOW A MINISTER 



SORRY WE DON'T SEEM TO HAVE AN ADDRESS FOR HIM BUT 
CARE PARLIAMENT HOUSE 
CANBERRA 
WLD FIND HIM 

REGARDS, PATRICIA 
NUHAN AA27127® 
63499 MUG AN HX 
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NO 239 
30.8.78 
ATTN : FJN 

AT THE 5 EM I MAR ' If-! VESTING IN AUSTRAL i A 1 ORGANISED 3Y THE 
AUSTRALIAN OVERSEAS CHINESE CLUB On SEPT 21 AT THE MX 
CONVENTION CENTRE I AM TO BE ONE OF THE SPEAKERS. FROPOStD 
TITLE OF MY ADDRESS IS 'AUSTRALIAN INVESTMENT PROCEDURES 
AND OPPORTUNITIES' T I ME APFROX 1 HOUR. 

I WOULD APPRECIATE YOUR ASSISTANCE AND GUIDANCE ON THIS AND 
Ai SO THAT IT MIGHT PROPERLY REFLECT THE FIRM'S ATTITUDE. 
THE POTENTIAL MARKET - CHINESE - IS BIG AND IT COULD 3E VERY 
WELL REPORTED. YOUR LITERARY SKILL - IF YOU HAVE TIME - IS 
REQUESTED. I WILL USE MY AUSTRALIAN ACCENT TO PUT IT ACROSS 
WELL. KINDLY TELEX ME IF YOU HAVE ANY QUESTIONS. BY THE 
WAY BILLY MCMAHON HAS BEEN OFFICIALLY INVITED. NO ANSWER YET. 

REGARDS 

LES 

NUHAN AA27127V 



COVER STORY/ AUSTRALIA 



NUGAN HAND 
FROM THE INSIDE 



3/1 5/ 



Tw o confidential Drug Task Force documents whic h 
~slTe31jiew-Jip hl on the strange practices of the f ailed 



Jugan Hand Bank and on the escape from A ustralia 
of-Michael Hand have been made available to l'he~ 
^Bulletin. BRUCES TANNARD reports that one Is a n 
interview conducted in Acapulco, Mexico, with Maurice 
Bernard "Bernie" Houghton, the mystery man behind 
Nugan Hand's Saudi Arabian operations. The other, an 
interview with Robert Wallace Gehring, a friend of 
Hand, is the result of an extraordinary pact in which 
both the federal and New South Wales attorneys-gener- 
al agreed to waive prosecution. 

For three years there has been intense media specula- 



tion on how Nugan Hand was run and exactly how 
Hand made good his escape to the United States. Now, 
for the first time, two men involved intimately reveal the 
inside story. 

HOUGHTON describes in detail how $4 million or 
$5 million deposited in Saudi Arabia was converted into 
$1000 travellers' cheques and taken out to Singapore; 
and deals with allegations of his involvement with drugs 
and with the CIA. 

GEHRING tells of the removal of Nugan Hand files 
to an inner-Sydney cold store, describes how he helped 
to obtain a false passport for Hand and gives details of 
Gehring s role in covering up Hand's disappearance. 



ON JUNE 9, 1981, Bernie 
Houghton and his San Fran- 
cisco lawyer, Charles Morgan, 
shook hands with Kevin 
Woods and Bob Gray, two in- 
vestigators from Australia's 
Commonwealth-State Joint 
Task Force on Drug Traffick- 
ing, and ushered them into the 
elegance of Houghton's suite 
on the 26th floor of 
Acapulco's luxurious Princess 
Hotel. 

Below them, the immacu- 
late white sands of Re- 
volcadero Beach fringed the 
deep blue of the Pacific. 
Woods and Gray had flown 
8,000km over the same ocean 
for what was to be an extra- 
ordinary four-day meeting 
with the man said to be one of 
the prime movers in the mys- 
terious Nugan Hand Bank. 

Houghton had left Australia in June 
the previous year — two weeks after the 
sudden disappearance of Michael 
Hand. Hand's partner, Frank Nugan, 
had been found shot dead in the 
January following the collapse of the in- 
ternational bank which bore their 
names. 

Houghton, who subsequently had 
told friends he was anxious to clear his 
name, was to provide the first detailed 
insider's account of Nugan Hand's biz- 
arre operations and of the strong per- 
sonal tensions which underscored rela- 
tions between Nugan and Hand and 




Frank Nugan: Houghton refused to work for him 

between Houghton and Nugan as well. 

Houghton went quickly through his 
"antecedents" for the investigators. He 
was born in Texas in 1920 and lived in 
various cities in the south-western 
United States where his father worked 
as an oil driller. He was at the Southern 
Methodist University when the United 
States went to war in 1941. He enlisted 
in the US Air Force cadet training pro- 
gram and was discharged in 1946. He 
went into business in "restaurants, 
clubs, surplus war material and miscel- 
laneous7 , " 

He went to Vietnam early in the 
1960s. There he worked for a "construc- 



tion material expediter" until 
he came to Sydney in January 
1967. He went to work for 
Parkes Development as a real 
estate salesman and opened 
the Bourbon and Beefsteak 
bar in Kings Cross in 
November 1967. 

Houghton and Hand met 
socially in 1967. The two Am- 
ericans (Houghton from 
Texas and Hand from New 
York) lived near each other in 
Kings Cross. They got on well 
from the outset and were seen 
dining together frequently in 
the Bourbon and Beefsteak in 
Darlinghurst Road. 

Houghton said he had 
heard of Hand's combat ex- 
ploits in Vietnam as early as 
1964. (Hand was a highly- 
decorated member of the elite 
Green Berets, a commando unit which 
often worked behind enemy lines.) 
Houghton said he had a "Sergeant York 

image" of Hand. r \ 

It was in October[1978jthat Hand 
asked Houghton to go to uermany to 
review an investment Nugan Hand had 
there. "I advised Mike," Houghton said, 
"that I neither spoke German nor knew 
the banking business nor perhaps the 
banking system in Germany but he told 
me that my logic and my judgment were 
what he wanted. 

"I then went for 10 days to Ham- 
burg, Germany, with all expenses paid 
by Mike Hand. Mike asked me about 
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Angeles Olympic Games. To 
date, 1 1 communist countries 
had announced boycotts: the 
Soviet Union, East Germany, 
Hungary, Bulgaria, Czecho- 
slovakia, Poland, Mongolia, 
Vietnam, Afghanistan, Laos 
and Cuba. South Yemen also 
withdrew. 

Diplomats out 

THE BRITISH government 
has expelled two Czecho- 
slovak diplomats "engaged in 
activities incompatible to 
their status" — the normal eu- 
phemism for spying. Also, 
two Soviet diplomats were or- 
dered to leave Belgium. 

Riots in India 

ANOTHER week of commu- 
nal violence in various parts 
of India has caused more 
death and injuries. In the 
country's commercial centre, 
Bombay, at least 170 people 
were killed and more than 700 
wounded in clashes between 
armed Hindus and Moslems. 
In the northern state of Pun- 
jab, 22 people died and scores 
were injured in renewed viol- 
ence as Sikh extremists cam- 
paigned for political and re- 
ligious concessions. 




BUSINESS 



Oil's not well 

BHPS JABIRU 2 well 
brought groans to the 
stockmarket when it reached 
1820 metres without any signs 
of significant hydrocarbons 
and was running intermediate 
logs before drilling to the total 
depth of 2000 metres. The well 
drilled past the depth where a 
promising oil reservoir was 
located in Jabiru 1 A last year. 
Share prices of participants in 
the well were heavily dis- 
counted. 

National surge 

THE NATIONAL Australia 
Bank capped recent strong 
profit performances by the 
major banks with a 40 percent 
earnings lift to $106.3 million 
in the period to March 31. The 



bank also announced the 
largest convertible note issue 
in Australian corporate his- 
tory. It will issue 60 million 
notes at $3.40 each to raise 
$204 million. The National re- 
sult follows Westpac's first 
half earnings which were up 
41.5 percent to $143.5 million 
and the ANZ's 35.6 percent 
profit surge to $135.9 million. 

Fight for Email 

EMAIL, Ltd has rejected 
Austram Corporation Ltd's 
takeover advances by unveil- 
ing a 9 1 -percent leap in profits 
for the March year to $13.4 
million, a dividend increase 
and a bonus issue. In a separ- 
ate move, Email's largest 
shareholder. White Con- 
solidated Industries Ltd of the 
US, said it would seek federal 
government approval to lift 




"To be frank, these are not the atrocities we were expecting to be shown" 
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its shareholding in Email 
from 5 to 19.0 percent. 



SPORT 



Rugby league 

Sydney: Penrith 22 d Par- 
ramatta 10, Cronulla 32 d 
Western Suburbs 6, Illawarra 
18 d Manly 14, South Sydney 
14 d North Sydney 6, Can- 
berra 18 d Canterbury 14, St 
George 20 d Balmain 8. 

Brisbane: Western Suburbs 18 
d Wynnum-Manly 2, Forti- 
tude Valley 20 d Southern 
Suburbs 16, Eastern Suburbs 
35 d Brothers 12, Redcliffe 37 
d Northern Suburbs 4. 

Soccer 

International matches: Austra- 
lia 0 drew with Manchester 
United, Australia B 0 drew 
with Glasgow Rangers, Not- 
tingham Forest 4 d Western 
Australia 1. 

Australian football 

Victoria: Swans 16.15 (111) d 
Geelong 7.27 (69), Richmond 
24.8 (152) d St Kilda 12.16 
(88), Collingwood 15.19 (109) 
d Fitzroy 11.16 (82), Mel- 
bourne 23.21 (159) d Foot- 
scray 11.15 (81), Essendon 
16.17 (113) d Carlton 9.12 
(66), Hawthorn 21.17 (143) d 
North Melbourne 13.8 (86). 

South Australia: Central Dis- 
trict 18.20 (128) d Sturt 15.11 
(101), Glenelg 17.20 (122) d 
Norwood 16.7 (103), Port 
Adelaide 23.15 (153) d North 
Adelaide 19.13 (127), Wood- 
ville 25.13 (163) d West Adel- 
aide 23.15 (153), South Adel- 
aide 26.18 (174) d West 
Torrens 12.12 (84). 

Western Australia: Swan Dis- 
tricts 14.11 (95) d South Fre- 
mantle 12.15 (87), East Perth 
13.15 (93) d Perth 12.15 (87), 
Claremont 12.14 (86) d East 
Fremantle 11.6 (72), Subiaco 
25.15 (165) d West Perth 15.14 
(104). 

Tasmania: North 14.11 (95) d 
Sandy Bay 9.11 (65), Glen- 
orchy 9.6 (60) d New Norfolk 
7.9 (51), Hobart 6.12 (48) d 
Clarence 6.1 1 (47). 
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that time«to join the organisation but I 
declined. Upon my return from Ger- 
many I stopped in the United States and 
visited with Admiral Yates, who 
encouraged me to join the organisation. 
(Earl P. Yates, a retired US Navy rear- 
admiral, was formerly the head of plan- 
ning for the Pacific Command and a 
senior aide to the Secretary of the Navy. 
Yates joined Nugan Hand International 
in 1977 and was the first president of the 
company. He was responsible for re- 
cruiting various senior executives, in- 
cluding top former US military officers, 
to the group.) 

Houghton told the investigators that 
he and Yates discussed the job offer for 
several days but the response was that 
he would "think about it." 

Houghton went to Texas where he 
said he "learned of the exciting poten- 
tial for business in Saudi Arabia." He 
discussed this with Hand in Singapore 
on his way back to Sydney and Hand 
urged him to open an office there. 

"When I arrived I learned that there 
were many American workers there 
who were interested in depositing large 
sums of money ir Loffshore ban ks, which 
practice was not illegal in that country. 
Because of the religious practices of the 
Saudi Arabians, interest on deposits 
was not readily available to the Ameri- 
can workers at reasonable rates (in 
Saudi Arabia), therefore the op- 
portunities for a bank (offshore) were 
obvious." 

Houghton agreedjojet up the Saudi 
Arabian operation jafier\Hand assured 
him that the company was financially 
strong and adequately capitalised. After 
Houghton's third or fourth visit to 
Saudi Arabia he agreed to accept a full- 
time appointment but only after he had 
thrashed out an agreement with Hand 
that he would not be working for 
Nugan. Hough ton insis ted that he wor k 
r> P iy fnr the Nugan_ HancTBank o TtFe 
Cayman Island s -whicfa ^ he said , was 
ownedjs^ 

Houghton saicTrtis function in Saudi 
Arabia was to attrac t deposits to the 
bank. He was responsible directly_ to(f 
H^nd 1 who was ^tion^£ln'^mgajT^^ * 

"When a depositor would malce a de- 
posit at the Saudi Arabian office he 
would receive a certificate of deposit 
Iwhich would have on it the pre-signed 
(signature of either Mike Hand, George 
JShaw or Steve Hill. (Shaw and Hill were 
both directors of the bank in Sydney.) 
Whoever accepted the deposit in Saudi 
Arabia would also sign the certificate of 
deposit. The customer would receive 
either the original certificate or a copy 
of his option. All copies or originals of 
the certificate of deposit retained by the 
Saudi Arabian office would then be 
forwarded to the Singapore office for 
holding." 

Houghton was asked by the investi- 
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TWO GREAT 
MAGAZINES 
IN ONE 



AUSTRALIA will soon have two great magazines in one. 
As from early July, the Australian edition of Newsweek will 
be incorporated in The Bulletin. 

The Australian edition of Newsweek will no longer be 
published separately. Subscribers to the magazine will re- 
ceive copies of The Bulletin instead, containing 24 pages of 
the best of Newsweek each week. 

Newsweek will be run asj^wtioji pf Tho Pull&injnrhi- 
ding its own co ver. 

~~The merger, announced last week after months of negoti- 
ation, brings together two of the world's great magazines. 
The Bulletin, with its staff of top writers and commentators, 
is now the predominant Australian news magazine. 
Newsweek, created in 1933, is one of the world's top news 
magazines, widely respected for its coverage of internation- 
al affairs. 

It is the first time anywhere in the world that one of the 
two major international news magazines has merged with a 
local competitor. 

The editor-in-chief of Australian Consolidated Press, 
Trevor Kennedy, said that coupled with The Bulletin's 
existing unsurpassed coverage of Australian affairs, the 
restyled publication would be extraordinarily comprehen- 
sive in its coverage of domestic and international events. 

The new publication would offer a wide range of benefits 
to both readers and advertisers. 

"It is an exciting concept which we are confident will 
find a big market," Kennedy said. Current subscribers to 
Newsweek will receive the new magazine. □ 



gators to explain the method of transfer - can. 
ring deposits f rom Saudi j ^abla-iQ-^In. 
gapore 



All deposits," he said, "were first 

(converted into United States^travellers' 
cheques^of denominations of $1000 
each. These were then delivered by an 
airline courier service directly to Singa- 
pore. This service was available six days 
a week. 

"Concurrently to the delivery of the 
packet to the airline courier service, a 
telex in code would be sent to Mike 

IHand with advice as to the delivery." 
Houghton said he operated the Saudi 
Arabian office for slightly over a year. 
He said he did not know the total 
amount of money accepted on deposit 
by the Saudi Arabian office for transfer 
I to Singapore. 

"But," he said, "a rough guess would 
be four or five million dollars Ameri- 



That could include re-deposits . . ." 
Houghton said he had "no actual 
knowledge" of where the funds were 
sent ultimately but, based upon what he 
was told, it was his guess that they went 
first to the Bank of the Cayman Islands 
and then into money markets around 
Australia, Hong Kong, Singapore and 
London for the purpose of bank- 
endorsed bills. 

Houghton described an incident 
which illustrated the tension in his rela- 
tionship with Nugan. Nugan had sug- 
gested that additional bank branches be 
opened in Saudi Arabia. He introduced 
Houghton to a man he identified as a 
cousin of George Shaw (a Nugan Hand 
director) and recommended that he be 
employed in Saudi Arabia. 

"Rather than having any confronta- 
tion with Frank Nugan at the time," 
Houghton said, "I told him I would 
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Acapulco's Princess Hotel: luxury hideaway 

think about it and talk to him later. In- 
stead of contacting Frank Nugan I then 
contacted Mike Hand by telephone and 
advised him that the person suggested 
was not at all acceptable for many 
reasons and that I would not employ 
him. At that time I reminded Mike 
Hand that our agreement was that I was 
not to take any instructions from Frank 
Nugan and Mike responded by saying: 
4 You don't have to\" 

Houghton described the man as a 
swarthy Lebanese, Jordanian or Iraqi. 
His general appearance, Houghton said, 
would not comply with what an Ameri- 
can would expect of a conservative 
banker. 

1 — Houghton was asked to explain the 
circumstances in which the Saudi 
Arabian office of the Nugan Hand bank 
closed. 

"First," he said, "I should point out 
that at this time there were two offices in 
Saudi Arabia. The first office was at Al- 
khobar and the second one, which was 
opened in March of 1980, was at 
Jeddah. Around April 12, 1980, I be- 
lieve the office at Jeddah read in the 
English language Saudi newspaper that 
the Nugan Hand Bank in Hong Kong 
had been put into receivership. 

"The employees at the Jeddah 
branch called Mike Murphy at the Al- 
khobar (office) and advised him. Mike 
Murphy then attempted to reach Mike 
Hand or myself. Ultimately he and I 
made contact by telephone. At that time 
I was in Washington DC. Mike Murphy 
related to me what he had been told 
about the bank and asked me what I 
knew about it. I informed him I was not 
aware of such fact. 

"Mike Murphy asked me what he 
should do and I suggested that he con- 
tact Mike Hand and also I stated that, if 
it were I, I would probably leave the 
area. In Saudi Arabia there is ajdebtors 
rjrisonjpolicy and the likelihoo!Twou73 
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Maurice "Bernie" Houghton: insider's account 



be that Mike Murphy and his employees 
could remain in prison until the debt is 
paid, which could be for life." 

Houghton said Murphy contacted 
Hand, who confirmed the receivership 
story and advised him to leave the 
country. At the same time, he said, de- 
positors were demanding their money. 
All the money on hand was dispersed to 
the depositors. 



The situation peca 
lUhe said, andMi 




A note from the Nugan Hand files. On October 30, 
1980, Stephen Hill, the former money market manager 
for Nugan Hand, produced to the Task Force com- 
pany records among which was this undated note 
hand-written by Michael Hand. Hill, Houghton and Ab- 
raham Saffron, a Sydney businessman, were shown 
the document and denied knowledge of It 



ecame somewhat viol- 
entjhe said, and Murphy and his em- 
ployees caught the first plane out of the 
country. The bank w as damaged severe- 
lv by the deTO sitorsatte r MurpnvTetT 
the premises. 

FToughtOh was told that members of 
the Joint Task Force had interviewed a 
man named Neil Evan s who alleged he 
was recruited to operate the Nugan 
Hand office in Chiang Mai, in 
northern Thailand. Houghton 
was told that Evans had made 
a lengthy statement and a 
number of serious allegations. 
Investigator Woods showed 
Houghton the statement and 
asked him if he wished to con- 
sult his lawyer. 

"No," Houghton said, 
"there is no need. The allega- 
tions are completely false." 

Woods: Mr Evans has 
stated that Michael Hand told 
him that you were involved in 
the distribution of drugs 
through your retail stations. 
What do you say about that? 

Houghton: I have never 
been involved in the taking, 
selling or distributing or any- 
thing else in relation to drugs. 
I am certain that Michael 
Hand would not have said 
that. 

Woods: Evans has alleged 
that you were the CIA's top 
man in Australia. What do 
you say about this? 

Houghton: The statement 
is totally false. I am not a CIA 
employee, nor have I ever 
been. 

Woods: Evans alleges that 
Michael Hand had succeeded 
in closing a deal for the 
Nugan Hand Bank to become 
the conduit for the distribu- 
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tion of X21A money around the world. 
What do you say about that? 

Houghton: In my experience with the 
Nugan Hand Bank I have never heard 
that, nor have I ever had or seen any 
evidence of it. 

Woods: Evans alleges that an ac- 
count was established with the Irving 
Trust, New York branch, as a link be- 
tween the CIA and Nugan Hand. 

Houghton: There was an account 
with the Irving Trust Company which 
was used for the telex transfer of funds 
around the world. I have never heard 
nor seen any evidence that the Irving 
Trust Fund Bank has been used for any 
clandestine purpose nor for any use by 
the CIA whatsoever. 

Woods: Do you know a man named 
John Needham? 

Houghton: Yes ... I met him once or 
twice on casual social occasions. 

Woods: Evans has alleged that John 
Needham was a third partner with 
Michael Hand and Frank Nugan, 
having a silent controlling interest in the 
Nugan Hand Bank even up to the time 
of the death of Frank Nugan. 

Houghton: I have never seen or 
heard anything to support that . . . 

Woods questioned Houghton on 
other Evans allegations, including one 
that Nugan Hand had a facility "per 
medium of a customs employee in Syd- 
ney whereby currency and drugs could 
be smuggled into the country." Evans 
had alleged that this Customs official 
had a contact in Hong Kong "whereby 
a similar situation existed there." 

Houghton said he had never heard of 
such activity. He assumed all of Evans, 
"baseless allegations" were "predicated 
upon some hope of personal gain for 
himself." 

Houghton was asked to comment on 
why the Nugan Hand organisation em- 
ployedjprmer- scnior military pe ople. 

"Mike Hand was looking for senior 
type executives to manage the various 
banks," he said "One source of that sort 
of personnel obviously was senior re- 
tired military personnel. Mike Hand be- 
came aware that Admiral Yates, who 
was then retired and employed, was 
looking for a change in position. The 
two met and apparently hit it off and 
Admiral Yates was thereupon hired. 

"Thereafter, Admiral Yates was in- 
strumental in the hiring of other senior 
retired military officers . . ." 

Houghton said he left Australia to 
take care of "commercial commit- 
ments." He said: "Despite all the innu- 
endo in the media, I left the country 
legally and openly." 

Houghton said Hand had 
telephoned him in the US in March 
1981. 

"He was lonesome, full of guilt and 
asking for forgiveness for having em- 
broiled me in his problems." □ 




Michael Hand: escape aided by a mysterious "Charlie" 



and how Hand escaped 



ROBERT WALLACE GEHRING was 
originally questioned by Task Force in- 
vestigators and NSW Corporate Affairs 
Commission officers on June 3, 1980. 
Eleven months later he changed his 
story with the concurrence of both the 
then federal attorney-general, Senator 
Durack, and the then NSW attorney- 
general, Frank Walker. Gehring, 37, 
American-born, involved in the butch- 
er's trade, was granted immunity from 
prosecution on the understanding that 
— on the second occasion — he would 
tell investigators the whole truth about 
the disposal of Nugan Hand Bank files 
and the disguised escape from Australia 
of Michael Hand. 

So, on May 29, 1981 he faced the be- 
ginning of a three-day interrogation by 
Kevin Woods and Bob Gray — the same 
investigators who flew to Acapulco to 
question Bernie Houghton. (Gehring 
also worked on and off as the manager 
of Houghton's Bourbon and Beefsteak 
bar until last year.) 

Gehring said Michael Hand was a 
friend of his and that Hand had asked 
him to use his butcher's truck to help 
him remove Nugan Hand Bank records. 
Late in February 1980 Gehring and one 
of his employees, Barry Target, went to 
Nugan Hand's Sydney headquarters at 
55 Macquarie Street. On the eighth floor 
Gehring met Houghton and George 
SJiaw, a director of the bank, who told 
him to go to the AMP building in Bridge 
Street and wait for them there. 

Later, they all went upstairs to an 
office in room 1709 at the AMP centre. 
"That's where the records were," 
Gehring said. 

"It was a small office," he said, 
"about 45 feet (15 metres) long and 20 
feet (6.5 metres) wide with windows at 



one end opposite the door. There was a 
desk over underneath the windows and 
there were four or five filing cabinets 
about four files high. One of the filing 
cabinets had a combination lock on it. 

"They (the records) were all in the 
filing cabinets. There were two or three 
empty cardboard boxes there . . . 
George Shaw removed all the records 
from the filing cabinets. He filled the 
boxes with the records and we took the 
boxes down to the truck as he filled 
them . . . There were files in manila 
folders; there were cash books, journals 
and ledger type books . . ." 

Gehring said they removed about 15 
boxes of records, then he and Target 
drove the van to his premises at 31 
Union Street in the inner Sydney suburb 
of Ultimo where he unloaded the re- 
cords and locked them in a downstairs 
flat. 

About two weeks later, he shifted 
them again to his cold store at 625 Har- 
ris Street, Ultimo. 

Gehring said he gave Shaw a dupli- 
cate key to the flat at 31 Union Street 
and while the files were there Shaw 
came on at least six occasions and let 
himself in. Gehring recalled seeing 
Shaw taking away papers. 

He told Woods that on one occasion 
when he was not present, Houghton had 
come to the flat at 31 Union Street and 
had sought access through one of his 
employees. Because there was no key 
available, he said Houghton asked the 
employee to kick in the door at the 
back. He said the door led from the toil- 
et into the flat which gave him access to 
where the records were stored. 

Gehring said he was the only one 
who knew that the records had been 
moved to a padlocked room upstairs at 
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31 Union Street: first hiding place 

the cold store. "Mike Hand rang me one 
day," he said, "and I told him 1 had 
moved the records and he stopped me 
as I was talking and said not to tell him 
because he didn't want to know/' 

Later (Gehring could not recall 
exactly when), Hand telephoned him 
and asked him to bring all the records to 
the Pitt Street office of his solicitor, 
Michael Moloney. 

Woods told Gehring that he had in- 
terviewed Shaw and that Shaw had told 
him that he had no knowledge of the 
Nugan Hand records after they were de- 
livered to the AMP centre. "I have read 
the Corporate Affairs cross-examination 
of Michael Hand," Woods said, "and he 
stated that he assisted in the removal of 
the records from the AMP centre to 31 
Union Street. I have read your tran- 
script of evidence before the Corporate 
Affairs Commission where you 
corroborated the story of Michael 
Hand. It would appear that prior to 
Hand, Shaw or yourself giving evidence 
to that commission that an agreement 
has been reached that false evidence be 
given to that commission. What do you 
say about that?" 

Gehring denied having come to an 
agreement with Shaw. However, he 
said, Hand had come to the Union 
Street office after he had given evidence. 

"He told me that rather than involve 
George Shaw, Bernie Houghton and 
Barry Target it would be better if I gave 
the same evidence as Hand to keep 
everyone else out of it. He told me that 
as long as I went along with the story 
everything would be alright and that I 
would be in the Corporate Affairs for a 
short time and that would be the end of 
it. I agreed to this but 1 didn't realise 
how serious the matter would become 
until you blokes came around inquiring 
about matters. I started to think then 
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about whether there was any drug con- 
nection with the bank. I certainly don't 
know of any but 1 realised that the re- 
cords would be important if there was 
and that I should straighten the matter 
out." 

Gehring said he recalled one occa- 
sion in May when Hand (who had been 
living anonymously at the 31 Union 
Street flat because of threats) asked 
Gehring to drive him over to Shaw's 
home in suburban Coogee. 

"Mike Hand spoke to George Shaw 
and tried to calm him down," he said, 
"because he was pretty nervous and up- 
set and was complaining about being 
harassed by his clients. 

"I remember Hand saying words to 
the effect: The Corporate Affairs will 
charge me with everything. You won't 
be charged with anything. I'm going to 
take the blame for the lot.' 

"Then, Mike Hand and George 
Shaw went downstairs to a room. They 
were there for about 10 minutes. I don't 
know what they were talking about. 
They came back upstairs and we left im- 
mediately. George Shaw was very upset 
and he came out to our car; he was cry- 
ing and hanging onto Michael. 

"I gained the impression Shaw was 
seeking Hand's advice on what to do. I 
have never seen anyone so emotionally 
upset. 

"I remember Hand saying words to 
the effect: 'You're a mess. You should 
see a doctor.' " 

Gehring was asked to explain, in se- 
quence, the events which led to the dis- 
appearance of Hand. 

"Hand wanted to leave the country," 
he said. "He told me he was attempting 
to get an Australian passport in another 
name and he had a couple of chances 
but everything failed. This happened 
over a two-week period before I became 



Ultimo cold store: the second one 

involved in it. When he couldn't get his 
own passport, he asked me if I knew of 
someone who would never travel over- 
seas. He wanted to approach some per- 
son and offer them money for them to 
have a passport issued in their name 
with his picture on it. I told him I didn't 
know of anyone who would do that. 
The situation was becoming impossible 
and 1 felt he had to get out of the 
country because of the threats he was 
getting and I decided to help him by 
getting a passport in the name of one of 
my employees who was about his age 
and had the same colored hair. I was 
speaking to one of my employees who 
had obtained an Australian passport 
legitimately . . . 

"The employee told me it was just a 
matter of filling out the forms and pro- 
ducing a signed photograph and a copy 
of the birth certificate and just give it to 
a travel agent. I figured out in my own 
mind how to do it illegally and I gave 
the forms to Michael Hand who filled 
them out and later I gave everything to a 
travel agent." 

The passport was issued in the name 
of Alan Glen Winter. An unsuspecting 
travel agent in Dixon Street (Sydney's 
Chinatown) obtained the passport after 
Gehring, who paid him Hand's cash for 
a round-the-world ticket, concocted a 
story about obtaining both the tickets 
and the passport for a friend. 

Gehring said an American he knew 
only as "Charlie" came out from the 
United States to help Hand with his get- 
away. It was Charlie — according to 
Gehring — who helped Hand disguise 
himself with a false beard and mous- 
tache and glasses. 

"I saw him (Charlie) above five 
times," Gehring said. "They acted very 
secretively. I was never told his right 
name. I was never told where he was 
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staying and he appeared as if he didn't 
wish to be seen in company with 
Michael Hand." Nevertheless, Charlie 
was with Hand when he left Australia 
for Vancouver via Fiji and Honolulu. 

Gehring described Charlie as being 
"white, six foot one, about a hundred 
and eighty pounds, dark hair, medium 
build, probably about 35 years old." 

Hand had told Gehring that he was 
flying to Canada because from there he 
could enter the United States without a 
visa by simply driving over the border. 

Although Hand had gone, Gehring 
was still helping him. He said he and 
Hand had spoken about what he should 
do to "buy" Hand enough time for him 
to get into the United States. 

"He left on the long weekend in 
June," he said, "and every day for about 
a week I would put fresh food in the 
fridge, wet down his socks and tooth 
brush, flush the toilet, run the shower 
for a while and stomp around and bang 
some doors for the benefit of the neigh- 
bor. I would bring the daily papers in 
and make the noise in there in the morn- 
ing and the afternoon. Ultimately 
Michael Moloney (Hand's solicitor) 
rang me and said he wanted to contact 
Hand in relation to some court case. 
Hand had told me to tell no one about 
his disappearance and I told Moloney I 
hadn't seen him for a couple of days. I 
told him I would leave a note on his 
mirror in the bathroom. I did this. 
Moloney kept ringing each day and I 
put two or three notes on the mirror. 
Eventually I told Michael Moloney I'd 
been leaving the notes, that Hand 
hadn't been back and I hadn't seen 
him." I tried to ring Moloney on one 
occasion but I was told he wasn't there 
and I was put onto Quentin George (a 
solicitor who worked for Frank Nugan). 
I told him I'd been leaving notes for 
Michael Hand for over a week and I 
suggested that he report the matter to 
the police because something may have 
happened to Michael Hand. At that 
stage the press were ringing that office 
and Quentin George had apparently 
told them the story. The next thing, the 
Willesee program turned up. I rang 
Quentin George and asked him what to 
do and he said let them in. The rest is 
history." 

In February 1981, Gehring took a 
trip home to see his family in Dayton, 
Ohio. On his way back to Sydney, Hand 
telephoned him in the Pan Am Clipper 
Club departure lounge at San Francisco 
airport. "He was looking for news about 
himself and the investigation over 

(here," he said. "He asked me about his 
wife, Helen, and also if 1 had gotten into 
trouble over the false passport. He 
asked me if I had seen Bernie Houghton 
and I told him I had. I asked him how 
he was doing and he said he was doing a 
bit better and getting it together." □ 



Unsafe as a 
bank could 
possibly be 



THE NUGAN Hand Bank must have 
been the most sloppily run institution 
calling itself a bank ever to have 
operated in this country. 

However, the repeated allegations 
that it was a CIA front and engaged in 
the drug trade remain unsubstantiated 
and may well be untrue. 

Bernie Houghton's statement, now 
made public for the first time, provides 
evidence on both counts. 

To begin with, take Houghton's re- 
cruitment by Michael Hand. Houghton 
had been a construction businessman in 
Vietnam and had a business back- 
ground in war surplus equipment, res- 
taurants and clubs. He later worked as a 
real estate salesman and had opened the 
Bourbon and Beefsteak Bar. 

He appears to have been an astute 
businessman, but without banking ex- 
perience. When Hand asked him to go 
to Germany to "review a bank invest- 
ment," Houghton pointed out that he 
neither spoke German nor knew the 
l banking business. To be fair, it should 
Ibe pointed out that neither Nugan nor 
KHand had any significant banking ex- 
llperience either. 

Because Houghton would work only 
for Hand, the Saudi office was made 
part of Nugan Hand, Cayman Islands, 
part of the motley empire which was 
wholly owned by Hand. The books were 
kept neither in Saudi Arabia nor Cay- 
man Islands but in Singapore. 



When Nugan Hand went into receiv- 
ership in Hong Kong nobody bothered 
to tell the Saudi branch, although the 
employees were liable to be thrown into 
debtor's prison under Saudi law until 
their debts were repaid (in the case of 
Nugan Hand, this might well have been 
a life sentence). The staff had to flee the 
country. 

Houghton said that each bank in 
each country was a separate and inde- 
pendent operation. For this reason he 
was unable to give a list of all the coun- 
tries in which it operated. In othe r 
words, Nugan and Hand set up a skein 
df_bjaaks_ ajound thewo rTo^but com - 
munication between themwas so negli- 
gible that the man running the Saud i 
(2£) eration di dji ot even know that some 
of them e xjsted : 

Houghton was obviously appalled at 
the lack of security in the Sydney office. 
Many of the executives, and even some 
outsiders, had keys to the office. 
Houghton said that when Hand came to 
the office after Frank Nugan's death "he 
was not able to determine wji^j files had 
been removed nor how much money 
nor who did it. 

"From my observation of the offices, 
even prior to the death of Frank Nugan, 
they were totally without security, even 
though large sums of negotiable docu- 
ments were apparently always in the 
office. It appalled me that people could 
freely come and go throughout that 
office at all times, and they did. The 
offices were just wide open to anyone." 
Houghton absolutely denied that the 
bank was operating on behalf of the 
CIA or as a drug-runner. 

A sceptic would says that these are 
the sort of charges an executive of the 



Inquiries still going on 



IN MAY 1980, Mr Justice Wood- 
ward recommended an investigation 
into the affairs of major drug traffick- 
er Murray Riley and his associates: 
Harry Wainwright, an American 
lawyer and associate of organised 
crime figures in the United States 
and Australia and the Nugan Hand 
group of companies. It was not until 
September that year that the Com- 
monwealth-State Joint Task Force 
on Drug Trafficking was asked to 
start its investigations. In July 1982, 
as a result of allegations made in fed- 
eral parliament by the Labor opposi- 
tion, the Fraser Government referred 
the matter to a royal commission. Mr 
Justice Stewart began his inquiry on 
April I last year. 



The 18-man Drugs Task Force led 
by NSW detective sergeants Jim 
Seedsman and Clive Small has so far 
produced four reports, the first of 
which was not released by the gov- 
ernment. 

The Corporate Affairs Commis- 
sion assigned its own team to the 
Nugan Hand investigation on 
January 27, 1980. The CAC 
produced its seventh and final report 
on May 23 last year. Only the fifth, 
sixth and seventh CAC reports were 
tabled. Five CAC investigators are 
still working with the Stewart royal 
commission while others are also as- 
sisting the Nugan Hand liquidator, 
John O'Brien. 

— Bruce Stannard 
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bank would deny whether theK.were 
true or not. He could hardly confess^ 
them. However, there are other pieces of 
negative evidence which support 
Houghton. One, for example, is the 
book Sleight of Hand, by John Owen, an 
Englishman who used to run the 
Bangkok branch in Thailand. 

According to Owen, the Chiang Mai 
branch was set up by Neil Evans for the 
purpose of attracting drug money, but 
he was singularly unsuccessful at doing 
so. Owen also claimed that the closest 
Nugan Hand ever came to recruiting an 
ex-CIA man was when Brigadier Ed 
Black, former chief of station in 
Bangkok, was approached, unsuccess- 
fully. □ 

— Trevor Sykes 
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Alleged Mr Asia drugs chief 
awaits US extradition hearing 



SAN FRANCISCO, Wednesday: A 
man ^rr^tedfo i^dnink driving and 
wanted^TrTAustralia as an alleged 
leader of the Mr Asia narcotics 
syndicate appeared briefly in court 
today before being returned to cus- 
tody. 

Police named him as JajnesWilhain, 
She pherd, 42, and said fiewas alleged 
~~fo have enteTed the United States on a 
false Australian passport. 

They said he was arrested last Friday 
in Marin County, north of San 
Francisco, and subsequent checks 



indicated he was a fugitive. 

A team of Australian officials was 
on its way to assist in extradition 
procedures. 

In his royal commission repori on 
the Mr Asia syndicate. Justice Stewart 
said there was strong evidence that 
Shepherd had acted as " paymaster and 
heroin distributor ". 1 
" A second alleged member of the 
syndicate, Choo Cheng Kui, also 
known as Chinese Jack, was arrested in 
Singapore last month andisfightmj^ 
extradition. 1 




THE INFORMATION ON THIS PAGE MAY OR MAY NOT BE RELEVANT TO THE FILE. 
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300 passports 
investigated 

MELBOURNE: More than 300 sus- 
pected passport frauds had been re- 
ferred to the J r cderaM > oJiee"in the past 
12 months*. lh€-"7MioisRfTor Foreign 
Affairs, Mr Hayden, said yesterday. 

Of these, about SO legal proceedings 
had followed, many resulting in convic- 
tions. 

Some of the convictions had included 
passport fraud for the purposes of child 
abduction, drug trafficking and illegal 
immigration. 

The detections follow new passport 
regulations introduced over the past 1 2 
months following recommendations 
from the Stewart and Williams Royal 
commissions. 

The tighter controls include 
photocopies of documents no longer 
being acceptable, new security checks 
on applicants and those certifying appli- 
cants* identities, and the need to submit 
a full birth certificate rather than an 
extract. 

Another new measure will come into 
force on July 1^ making it necessary for 
all passport applicants to appear in 
person at any of 1,422 official post 
offices or seven passport offices 
throughout Australia. 





^ROYAL COMMISSION OF INQUIRY 
INTO DRUG TRAFFICKING 

Mr LIONEL BOWEN (Kingsford-Smith— 
Minister for Trade)— For the information of 
honourable members I present the Government's 
response into the report of the Royal Commission 
of Inquiry into Drug Trafficking. 

Motion (by Mr Young) proposed: 

That the House take note of the paper. 

Debate (on motion by Mr Steele Hall) 
adjourned. 
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3298 SENATE 6 December 1983 



ROYAL COMMISSION OF INQUIRY 
INTO THE ACTIVITIES OF THE 
NUGAN HAND GROUP 
Interim Report 
Senator GARETH EVANS (Victoria- 
Attorney-General)- For the information of 
honourable senators I table the Interim Report of 
the Royal Commission of Inquiry into the Activi- 
ties of the Nugan Hand Group on Common- 
wealth Terms of Reference (E), (F) and (G). 
Ordered that the report be printed. 
Motion (by Senator Gareth Evans) agreed to: 
That the Senate lake note of the report and statement. 
Senator GARETH EVANS-by leave On 28 
March 1983 the terms of reference of the Royal 
Commission of Inquiry into Drug Trafficking 
were extended to allow the Royal Commissioner, 
Mr Justice Stewart, to inquire into the activities of 
the Nugan Hand group of companies and related 
matters. The Commissioner has now reported to 
the Government on three of the terms of refer- 
ence contained in the letters patent issued by the 
Governor-General on that date and this is the re- 
port I am now tabling. Honourable senators will 
recall that serious allegations had been raised con- 
cerning members of this Parliament and relating 
to alleged interference in Commonwealth investi- 
gations and wrongful use of an ex-officio indict- 
ment. The Royal Commission has inquired into 
these allegations and found them to be without 
basis. 

The first term of reference on which the Com- 
missioner has reported is: 

(c) Whether any person, organisation or body 
associated with the Nugan Hand group directly or in- 
directly made or offered any payment or inducement for 
or in connection with, or endeavoured by means of a 
threat to procure, the disclosure by any Commonwealth 
officer or any person who was formerly a Commonwealth 
officer of information relating to an investigation by an 
Australian law enforcement body into any activity re- 
ferred to in paragraph (a) or (b) relating to possible il'lecal 
activities by the Nugan Hand group; 

The Commissioner's response to this question is- 
'No'. 

The second term of reference on which the 
Commissioner has reported is: 

(f) Whether any person, organisation or body 
associated with the Nugan Hand group procured or 
received, directly or indirectly, from any Commonwealth 
officer or any person who was formerly a Commonwealth 
officer information relating to an investigation by an Aus- 
tralian law enforcement body into any activity referred to 
m paragraph (a) or (b); 



The Commissioner's response to this question is: 
'Yes, Mr F. J. Nugan received confidential infor- 
mation relating to the investigation indirectly 
from a Commonwealth officer, namely, Philip 
Ambrose Bailey as a result of an approach by Mr 
Garry Allen in Hong Kong in about November 
1977 to an employee of Mr F. J. Nugan to whom 
the confidential information was passed and who 
in turn conveyed that information to Mr F. J 
Nugan.' Mr Bailey was an investigator in the Syd- 
ney office of the Federal Narcotics Bureau from 
1973 until the Bureau was abolished in 1979. I am 
advised that he ceases to be an employee of the 
Commonwealth early in 1981. 

The third term of reference on which the Com- 
missioner has reported is: 

(g) Whether any person, organisation or body im- 
properly interfered with, inhibited or endeavoured to in- 
terfere with or inhibit any investigation by an Australian 
law enforcement body into any activity referred to in 
paragraph (a) or (b). 

The Commissioner's response to this question is: 
'No*. The report docs not contain recommen- 
dations for further action on any of these matters. 
The Commission found that the substance of the 
allegations against members of the House of Rep- 
resentatives all came from the one person con- 
cerning whose credibility 'the Commission enter- 
tains serious doubts'. It is the Commission's 
opinion that there is no credible evidence to sup- 
port these allegations and the Commission is of 
the view that the allegations are 'quite unjustified 
and false'. As to allegations of intimidation by the 
then Attorney-General, the Commission found 
that \ . . there is no substance in (the) as- 
sertion that the . . . Attorney-General 
. . . acted maliciously in filing an ex-officio 
indictment in respect of Mr Volkman in 1982'. 

The matters that were referred to the Royal 
Commission were of public concern. Following 
the Commission's investigation of those matters 
and its report, the concern can now be put to rest. 
In accordance with the Commissioner's rec- 
ommendation, one page of the report— containing 
information on the identity of two confidential 
witnesses -has been deleted from the report as 
tabled. In addition, following consultation with 
the Commissioner and with his agreement, appen- 
dix K and certain other matters - mostly the 
names of individuals and companies- have been 
deleted from the appendices in the report as 
tabled. None of the matters deleted relate, in 
themselves, to the matters under consideration in 
the report. Finally I inform honourable senators 
that a copy of the Commissioner's report has been 
sent to the Premier of New South Wales for his in- 
formation. The Government presently has under 
consideration, in consultation with the Govern- 
ment of New South Wales, the question of an 
extension of time beyond 31 December 1983 for 
Mr Justice Stewart to complete his inquiries into 
the remaining terms of reference. 

Debate (on motion by Senator Chaney) 

adjourned. 
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I think, therefore, that should Mr Walsh's evidence be 
accepted it would be open to a jury to find that Mr Young 
had committed a breach of section 79 (3). 

So there we have an entirely different scenario for 
the Attorney-General and the Government to 
look at. The exculpatory remarks made by the 
Attorney-General as to the reasons why Mr 
Young should not be prosecuted can now no 
longer apply. Whether he should be is a matter for 
the Government and must under the law, be a 
matter for the Attorney-General. 

iVemind the House of the four considerations 
thatVxercised the Attorney-General's mind in 
that lbng and rambling opinion that he gave on 
the subject. The first was obscurity of the law. As 
to thatXit is perfectly plain that the Solicitor- 
GeneralVelt no difficulties and any obscurities 
have beei\ expounded by Mr Justice Hope, so we 
can put th\se to one side. The second was serious- 
ness of theWence and the degree of culpability. 
We have heWd the views of Mr Justice Hope 
which make li perfectly plain that there is no dif- 
ference betweVn an attempted murder and a 
murder when national security matters are being 
dealt with. ThiVily, the Attorney-General was 
moved by the neeM for deterence. He said this: 

The sanction of resignation has already, of course, ap- 
plied in the present casV 

We know that that sanction is no longer to apply. 
We know that Mr Yoking will be welcomed back 
by the Caucus in February and that he will be 
promoted by the PrimeX Minister into the Minis- 
try. Who doubts that he Vill go back into the Min- 
istry? The fourth matter that exercised the 
Attorney-General's mind Vas the automatic dis- 
qualification from Parliament that might follow 
from a conviction. That is, o\course, utterly irrel- 
evant. If there is a breach of the Crimes Act then 
members of parliament are inVo special position 
to claim exemption from prosecution because 
their position may be affected. God knows, if any- 
one is charged with an offence ulader the Crimes 
Act and is convicted that person Vill be affected 
in a number of ways and no specialYonsiderations 
need to be given to members of parliament for 
that reason. \ 

Lastly, let me go back to Mr YounVs answer. 
He gave it today in this House. He suggested that 
he had been exculpated; that is, it was an end to 
the matter and he could go forward, as iMvere, a 
good little boy who slipped once and ha)i a rap 
over the knuckles. Nothing could be furthey rom 
the truth. Nothing could be further from theuind- 
ings that Mr Justice Hope made. The AttorVey- 
General and this Government are not in a r\os- 
ition to say that the book is closed. The book Has 
been opened by Mr Justice Hope. The evidence is 
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now there. The findings are there. It is for the 
Attorney-General and this Government to deter- 
mine what fate awaits Mr Young under the 
Crimes Act. 

Question resolved in the affirmative. 

Sittirte suspended from 6.28 to 8 p.m. 

\cOWARRA DAM 
Mr URENAMr Speaker, I seek the indulgence 
of the House toVdd to a reply to a question asked 
during Question Time. 

Mr SPEAKERyl will grant the Minister the 
indulgence. \ 

Mr UREN --DuVing Question Time the 
honourable member for Dundas (Mr Ruddock) 
asked me about the\risk of pollution of the 
Murrumbidgee River as a result of an unstable 
tailings dam at the CowWa Mine on the Bredbo 
River in New South Wales. I indicate to the 
honourable member that the Department of Ter- 
ritories and Local Government has been con- 
cerned about the risk of pollution of the Murrum- 
bidgee River as a result of \he situation at the 
Cowarra Dam. Representatives of my Depart- 
ment met with New South Wales authorities on 8 
June to discuss ways of solvingVhe problem. On 
29 June the Department wrote t\the New South 
Wales State Pollution Control Commission ex- 
pressing concern about the extent W the risk and 
indicating the need for urgent remedial works. On 
7 September I wrote to the Chairman of the Joint 
Committee on the Australian Capital Territory 
informing the Committee that the Flew South 
Wales authorities had advised my Department 
that funds were being sought from the N\w South 
Wales Government for interim remedial works 
and that, subject to their availability, th^ work 
will be carried out in late 1983. This afternoon I 
sought details on the current situation. It k my 
understanding that funds for the remedial wbrks 
have been provided in the New South Wales 
Budget but that these works have not yet beWi 
carried out. I am concerned about the potential 
threat to water quality in the Murrumbidgee^ 
River and will bring this matter to the attention of 
the Minister for Mineral Resources in New South 
Wales. . 



REPORT OF ROYAL COMMISSION OF 
INQUIRY INTO ACTIVITIES OF THE 
NUGAN HAND GROUP 
Report and Ministerial Statement 
Mr BEAZLEY (Swan— Special Minister of 
State) — For the information of honourable 
members I present Interim Report No. 1 of the 
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Royal Commission of Inquiry into the Activities 
of the Nugan I land Group. 

Motion (by Mr Dawkins) by leave agreed 

to: 

( 1 ) Thai this House, in accordance with the provisions 
of the Parliamentary Papers Act 1908, authorises the pub- 
lication of Interim Report No. I of the Royal Commission 
of Inquiry into the Activities of the Nugan Hand Group, 
and 

(2) That the report be printed. 

Mr BEAZLEY (Swan Special Minister of 
State) by leave On 28 March 1983 the terms 
of reference of the Royal Commission of Inquiry 
into Drug Trafficking were extended to allow the 
Royal Commissioner, Mr Justice Stewart, to in- 
quire into the activities of the Nugan Hand Group 
of companies and related matters. The Com- 
missioner has now reported to the Government on 
three of the terms of reference contained in the 
Letters Patent issued by the Governor-General on 
that date, and this is the report I am now tabling. 
Honourable members will recall that serious alle- 
gations had been raised concerning members of 
this Parliament and relating to alleged inter- 
ference in Commonwealth investigations and 
wrongful use of an ex-officio indictment. The 
Royal Commission has inquired into these alle- 
gations and found them to be without basis. The 
first term of reference on which the Commissioner 
has reported is: 

(e) Whether any person, organisation or body 
associated with the Nugan Hand Group directly or in- 
directly made or offered any payment or inducement for, 
or in connection with, or endeavoured by means of a 
threat to procure, the disclosure by any Commonwealth 
officer or any person who was formerly a Commonwealth 
otVicer of information relating to an investigation by an 
Australian law enforcement body into any activity re- 
ferred to in paragraph (a) or (b); 

That is, relating to possible illegal activities by the 
Nugan Hand Group. The Commissioner's re- 
sponse to this question is no. The Second term of 
reference on which the Commissioner has 
reported is: 

(f) Whether any person, organisation or body 
associated with the Nugan Hand Group procured or 
received, directly or indirectly, from any Commonwealth 
Officer or any person who was formerly a Commonwealth 
officer information relating to an investigation by an Aus- 
tralian law enforcement body into any activity referred to 
in paragraph (a) or (b); 

The Commissioner's response to this question is: 

'Yes, Mr F. J. Nugan received confidential information 
relating to the investigation indirectly from a Common- 
wealth officer, namely Philip Ambrose Bailey as a result of 
an approach by Mr Garry Allen in Hong Kong in about 
November 1977 to an employee of Mr F. J. Nugan to 
whom the confidential information was passed and who in 
turn conveyed that information to Mr F. J. Nugan.' 



Mr Bailey was an investigator in the Sydney office 
of the Federal Narcotics Bureau from 1973 until 
the Bureau was abolished in 1979. I am advised 
that he ceased to be an employee of the Common- 
wealth early in 1981. The third term of reference 
on which the Commissioner has reported is: 

(g) whether any person, organisation or body im- 
properly interfered with, inhibited or endeavoured to in- 
terfere with or inhibit any investigation by an Australian 
law enforcement body into any activity referred to in 
paragraph (a) or (b). 

The Commissioner's response to this question is 
no. The report does not contain recommendations 
for further action on any of these matters. 

The Commission found that the substance of 
the allegations against members of this House all 
came from the one person concerning whose 
credibility 'the Commission entertains serious 
doubts'. It is the Commission's opinion that there 
is no credible evidence to support these alle- 
gations and the Commission is of the view that the 
allegations are 'quite unjustified and false'. As to 
allegations of intimidation by the then Attorney- 
General, the Commission found that 
\ . . there is no substance in (the) assertion 
that the . . . Attorney-General . . . 
acted maliciously in filing an ex-officio indictment 
in respect of Mr Volkman in 1982'. 

The matters that were referred to the Royal 
Commission were of public concern. Following 
the Commission's investigation of those matters 
and its report, that concern can now be put to 
rest. In accordance with the Commissioner's rec- 
ommendation, one page of the report containing 
information on the identity of two confidential 
witnesses has been deleted from the report as 
tabled. In addition, following consultation with 
the Commissioner and with his agreement. 
Appendix K and certain other matters— mostly 
the names of individuals and companies — have 
been deleted from the appendices in the report as 
tabled. None of the matters deleted relate, in 
themselves, to the matters under consideration in 
the report. 

Finally I inform honourable members that a 
copy of the Commissioner's report has been sent 
to the Premier of New South Wales for his infor- 
mation. The Government presently has under 
consideration, in consultation with the Govern- 
ment of New South Wales, the question of an 
extension of time beyond 31 December 1983 for 
Mr Justice Stewart to complete his inquiries into 
the remaining terms of reference. 

Mr FIFE (Farrer) by leave— I do not pro- 
pose to detain the House for very long. I am one of 
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the members of this House against whom these al- 
legations have been made. So far as they relate to 
me, the findings of the Royal Commission of In- 
quiry into the Activities of the Nugan Hand 
Group are as I expected. The allegations concern- 
ing me are false and have previously been denied 
by me in this House. The Leader of the National 
Party of Australia (Mr Anthony) has also 
strongly denied the allegations made against him. 
The Royal Commissioner, His Honour Mr Justice 
Stewart, has found that the allegations concerning 
both of us came from the one person concerning 
whose credibility k the Commission entertains 
serious doubts'. In his findings, on page 1 16, refer- 
ence 5.36, His Honour said: 

In the result, the Commission is satisfied that there is no 
credible evidence to support these allegations as sum- 
marised at 3.2 (0 and is of the opinion that such alle- 
gations are quite unjustified and false. This finding, of 
course, exonerates each of the persons named in these al- 
legations from the alleged wrongdoing. 

Mr Speaker, I am pleased that the Royal Com- 
mission has had an opportunity to examine these 
unfounded allegations and that I had an oppor- 
tunity to appear before His Honour. I of course 
welcome the findings. I am disappointed, 
however, that two members of this House who are 
now Ministers, one the Deputy Prime Minister 
(Mr Lionel Bowen) and the other the Minister for 
Foreign Affairs (Mr Hayden), were prepared to 
use the forms of this House to highlight such un- 
founded and scurrilous allegations. 

Mr NEWMAN (Bass)— by leave -This is the 
second debate we have had today on reports of 
royal commissions. I think that what could be said 
about the Government's response, and from look- 
ing further into this report of the Royal Com- 
mission of Inquiry into the Activities of the Nugan 
Hand Group, is that the then Opposition's and the 
now Government's actions in the matter reveal 
one common thread and that is double standards. 
We had the Prime Minister (Mr Hawke) today, in 
defending the ex-Special Minister of State, the 
honourable member for Port Adelaide (Mr 
Young), referring to the very highest standards 
that he would expect from the Australian Secur- 
ity Intelligence Organisation. He followed that up 
very quickly, three or four pages later in his state- 
ment, by throwing high standards out of the win- 
dow and promoting the discredited ex-Special 
Minister of State back into his Ministry. If that is 
not double standard I do not know what is. 

Mr Hand— Mr Speaker, I raise a point of 
order. My point is that this has nothing to do with 
the topic before the House. 
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Mr SPEAKER -I have been aware of the 
point raised by the honourable member for Mel- 
bourne. I was about to invite the honourable 
member for Bass to refer to the paper before the 
House. 

Mr NEWMAN— I will come to the point of 
why I referred back to the statement made earlier 
in the House. The second point about double stan- 
dards was again in the Prime Minister's defence of 
the report of the Hope Royal Commission on 
Australia's Security and Intelligence Agencies. He 
demanded an apology from the Leader of the Op- 
position (Mr Peacock). 

Mr Hand— Mr Speaker. I raise a point of 
order. 

Mr SPEAKER— Order! The honourable 
member for Melbourne is raising a point of order 
on the same matter that he raised before. I accept 
that the honourable member for Bass is briefly 
coming to the point and drawing a parallel with 
this report. I hope that I am correct in my assess- 
ment of the honourable member for Bass. 

Mr NEWMAN — I come to that point right 
now. As I was saying, the Prime Minister in his 
statement demanded an apology from the Leader 
of the Opposition for daring to query the Govern- 
ment's actions in this Combe affair. Now— this is 
the point — if one compares what was said in this 
House legitimately by the Opposition in raising 
quite considerable and valid criticism of the way 
in which the Government conducted the Combe 
afTair with the way in which the then Leader of 
the Opposition conducted himself in the series of 
debates that began on 11 March 1982 and went 
over several other debating days, one can see that 
it is just sheer hypocrisy for the Prime Minister to 
make statements such as that. It is sheer hypocrisy 
because he sat in this House behind the then 
Leader of the Opposition— I have no doubt that 
he was in the counsel of the then Leader of the 
Opposition outside this chamber— and supported 
and promoted the sort of nonsense which the then 
Leader of the Opposition brought into this House. 
That is the point I make to the honourable 
member. 

Mr Cunningham- Mr Speaker, I raise a point 
of order. The speaker is not relating his remarks to 
the report before the House. He is dealing with — 

Mr SPEAKER— Order! The Chair will be the 
judge of that. The honourable member for Bass is 
clearly referring to the report just presented by 
the Minister. 

Mr NEWMAN — For the benefit of the 
honourable member who just raised the point of 
order, let me relate my remarks quite precisely to 
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why that report is absolutely valid to what I have 
just said. The Special Minister of State (Mr 
Beazley), in a very bland statement appearing in 
the middle of his remarks, said: 

The Commission found that the substance of the alle- 
gations against members of this House all came from the 
one person concerning whose credibility 'the Commission 
entertains serious doubts'. 

In fact, in a very nice way the commissioner called 
Mr B, who is the source of these original alle- 
gations, a liar. That is really what he was saying. 
The statement continues: 

It is the Commission's opinion that there is no credible 
evidence to support these allegations and the Commission 
is of the view that the allegations are 'quite unjustified and 
false'. 

That was one quote the Minister brought to us out 
of Commissioner Stewart's report. The Minister 
failed to say also what the Commissioner said on 
page 13, paragraph 2.8, of the -report. The report 
states: 

However, it was when the Honourable W. G. Hayden, 
M.P., then Leader of the Opposition, repeated some of 
these allegations in the House of Representatives on 1 1 , 1 6 
and 18 March 1982, respectively, that they gained more 
widespread publicity. 

I repeat that the finding of the Commissioner was 
that the allegations about what Mr B actually 
promoted— the Commissioner has found it to be 
quite false; he found that Mr B was a liar— only 
gained any credibility or widespread publicity 
when the then Leader of the Opposition started to 
bring them into the House. What effect his alle- 
gations had. Here is the sheath of the reports that 
appeared in the media— in every one of the daily 
newspapers, in the Australian Broadcasting Cor- 
poration television programs and all the rest of 
them. What were they reporting? They were 
reporting the allegations made by the then Leader 
of the Opposition that two Minsiters- the Leader 
of the Natioanl Party (Mr Anthony) and the 
honourable member for Farrer (Mr Fife)— had 
stopped the investigation into Nugan Hand, had 
taken a direct action which prevented the course 
of justice and which stopped the proper investi- 
gation. That is why this Royal Commission had to 
report - because of infamous conduct by the 
Leader of the Opposition and now Minister for 
Foreign Affairs (Mr Hayden) who is now listen- 
ing to this debate. I hope he responds. 

I hope the Minister for Foreign Affairs will re- 
call some of the things that happened in that 
period from 1 1 March onwards. From the very 
first moment when he brought these allegations 
into this House— on the very same day— a very 
clear, precise denial was made by the Leader of 
the National Party in the first case. It was quite 



clear then and later in a statement that I made 
that there was simply no credibility in the sorts of 
things that the then Leader of the Opposition and 
now Minister for Foreign Affairs was tr\ing to 
promote. But the Minsiter ignored that com- 
pletely. It was clear why he ignored it. There were 
probably two reasons we could say why he 
ignored it. There were probably two reasons we 
could say why he indulged in this rather nasty, 
rotten conduct. The reasons were two-fold. The 
Minister for Foreign Affairs can make faces now, 
but we hear that sanctimonious Prime Minister, 
every time somebody dares to question any of his 
answers or any of the actions of his Government, 
class us all as'either fools or charletans. But the 
Minister for Foreign Affairs and other people 
such as the Minister for Finance (Mr Dawkins) 
who is sitting behind the Minister for Foreign 
Affairs, continually, day after day in debates in 
this House, attacked without any evidence what- 
soever the reputations of various Ministers of the 
Government. 

Why did the then Leader of the Opposition, the 
Minister for Foreign Affairs, do this? He made 
these allegations on the very flimsiest of evidence. 
It now transpires that he never checked the alle- 
gation that had been made by Mr Volkman or 
where Mr Volkman may have got it from. In fact, 
I think we would all recall very clearly that at one 
stage the then Leader of the Opposition, the Min- 
ister for Foreign Affairs, was even saying that 
there were sworn statements bearing out what he 
had to say. Of course, that was found to be totally 
untrue as well. The then Leader of the Opposition 
brought these allegations, without making, as we 
now know, any check whatsoever on their credi- 
bility, firstly, to try to smear the then Deputy 
Prime Minister and the honourable member for 
Farrer. That was the basic reason for doing it. Of 
course, that there was an imminent by-election in 
Lowe shortly afterwards was the other reason 
why he indulged in these fantasies. The point 
about all this is that if we are to have a practice in 
this House which allows members to abuse the 
privileges we are given in this place and to seize 
upon any tittle-tattle to try to make national im- 
portance out of them so that reputations are 
smeared, it does not do this Parliament any good. 

Mr Humphreys— You want to remember that. 

Mr NEWMAN — I hope the honourable 
member does and I hope all honourable members 
do in the future. As I was saying, it does not do 
this Parliament any good. It certainly results in a 
lot of mud sticking on very innocent people who 
do not deserve it. Finally, it reflects on the people 
who indulge in it. In this case I think it reflects 
very badly on the then Leader of the opposition 
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and now Minister for Foreign Allans. At that 
time in answers to questions, in statements and in 
debates that occurred over this issue it was made 
very clear to the Minister for Foreign Affairs 
exactly what course of action he had open to him. 
He had several options. They were enumerated at 
that time. They are worth while looking at again. 
Firstly, he could have taken the matter to the 
Australian Federal Police. On the day in question 
an Australian Federal Police senior officer was 
waiting in my office to take an> documents or any 
statements the then Leader of the Oppos.fon 
might have been able to give. The then Leader ot 
the Opposition did not. He could have taken the 
matter to the joint task force which was inves- 
tigating this matter. He did not. He could have 
taken it to the Stewart Royal Commission, as it 
then stood. He chose not to. There are£ number 
of things he could have done, but which he did not 
do \gain. the reason for that was that he was not 
intent on finding out the truth. He was not intent 
on trying to find the real justice of the matter. All 
he was intent on doing was to smear some inno- 
cent people and to win the Lowe by-elect.om 
That is all I have to say. The point is well and 
trulv made. The Prime Minister in his statement 
previously on the Hope Royal Commission in re- 
ferring to the queries which the Leader of the Op- 
position (Mr Peacock) had raised, demanded an 
apology. I hope that the Minister lor Foreign 
affafaTwill now apologise to the two Ministers he 
unfairly smeared in this issue. 

Mr HAYDEN (Oxley- Minister for Foreign 
AlTairs) by leave 1 am extremely pleased by 
the findings of the Stewart Royal Commission of 
Inquiry into the Activities of the Nugan Hand 
Group, at least insofar as they relate to the Leader 
of the National Party (Mr Anthony). He is the 
only person 1 ever referred to in relation to the 
matters before Mr Justice Stewart and now before 
this Parliament. 1 am pleased very simply that the 
denials of the then Deputy Prime Minister now 
Leader of the National Party, have been endorsed 
by the Stewart Royal Commission. In turn, that 
means simply that my acceptance of those denials 
has been upheld. That 1 am very pleased about. 

My comments will be charitably rather short. 
They are merely to remind people of the record in 
the Parliament as distinct from the imagination o 
the honourable member for Bass (Mr Newman). 1 
am a member of parliament and the forum in 
which 1 operate is the Parliament, not royal com- 
missions and not courts. They may be incidental 
areas in which one finds oneself sometimes, w. h 
oreater or lesser comfort, in my case never with 
any discomfort. But I am a parliamentarian and as 
a parliamentarian the venue in which 1 operate is 



this chamber. Honourable members who have a 
reliable memory will remember that in the early 
part Of March 1982 rumours were rile about Par- 
liament House that a senior Minister or Ministers 
had been involved in interference with the proper 
procedures of investigations and processes related 
to some vaguely alluded to narcotics matters. 
They were not comments generated by the then 
Opposition, now the Government. They were 
quite declaratory statements which appeared on 
television and were heard on radio. In all the cir- 
cumstances, given the seriousness of the alle- 
oalions, it would have-been most extraordinary 
had an opposition not raised questions in the 
Parliament. 

One must cast one's mind back to that period 
and recall the rather strange way in which the 
then Government conducted the affairs of this 
Parliament. The Parliament is a debating 
chamber. It is supposed to be a venue where 
members express points of view, test them, test 
opposing points of view, test the veracity of com- 
ments that come up from time to time, and ques- 
tion the viability or appropriateness of policies-a 
whole range of these sorts of things. However, in 
that period we had a government controlled by a 
Prime Minister who believed that the less that was 
said in Parliament the better. I suspect that, mak- 
ing a fairly accurate assessment of his own limi- 
tations, that was a sensible approach. It was, how- 
ever a self-destructive approach for him in terms 
of his position in this Parliament. There were 
mal u instances when matters raised by the then 
Opposition could have been snuffed as quickly as 
a click of finger and thumb had a debate been 
taken on bv the horns in the way in which I be- 
lieve it should be if serious questions affecting 
government are raised in the Parliament. 1 repeat: 
Instead of doing that we found, w.th the brilliant 
wisdom that people such as the honourable 
member for Bass were able to bring to bear on be- 
half of the then GovernmenU-which paranthe- 
tically I observe explains why we are here now 
and members opposite are there now. that is. they 
listened to much to the wit and wisdom of people 
such as the honourable member for Bass-tliu 
these sorts of things, instead of being concluded 
promptly, often went on for days on end. I sup- 
pose that in a sense that was a splendid oppor- 
tunity for an opposition to monopol.se the 
limelight. For the Government it was not a very 
productive situation and a not very helpful situa- 
tion for the Parliament. Only one group can 
accept responsibility or culpability for that-the 
Government of the day. 

| come back to March 1982, when the debate 
on this matter arose. On 11 March 1982. as 
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reported at page 892 of the parliamentary record, 
I sought leave to move a motion revolving about 
certain allegations very seriously and disturbingly 
made, then very recently, about drug matters, 
ministerial interference, and so on. I then sought 
to explain that it was being very widely canvassed 
in the corridors of Parliament that the Deputy 
Prime Minister's name had been raised in relation 
to these matters. It had been raised by the media. 
It had not been raised by the Opposition. We 
knew nothing about it until it appeared in the 
media. We knew nothing about the identity of the 
alleged Minister until I heard from media people, 
who quite genuinely presented this matter. I said: 

The Minister concerned has been privately identified as 
the Deputy Prime Minister ... but in these 
circumstances 

with all the brilliance that the then Government 
was able to bring to bear— it reajly was brilliance 
for a government in such a commanding position 
to be able to tear out block after block of its ma- 
jority in government and put us here and it 
there— it snuffed out the debate. I was going to 
say: 'In these circumstances I do not accept those 
allegations'. I remember it clearly, but I was 
prevented from saying any more. Then a few 
minutes later, the record shows, when responding 
to Mr Speaker as to whether I had put the motion 
in writing, I said: 

Yes, Mr Speaker. The allegations have been made pub- 
licly today. We neither endorse them nor— 

I was going to say 'accept them', and that in re- 
spect of the Deputy Prime Minister I found them 
incredible. I never got a chance. My contribution 
to the debate was snuffed out. The problem was 
generated by the lame-mindedness of certain 
strategists then with the Government. As I recall, 
the honourable member for Bass was a leading 
strategist. He was able to bring to bear all the ex- 
perience and development that he had been able 
to establish in his Army career. I recall that when 
he was in Vietnam he was lost for three weeks 
when he took a troop out on patrol. He was sup- 
posed to be out for only three days. They had to 
send three troops of soldiers to find him. My 
brother-in-law was one of them and he said it was 
a matter of melancholy regret that they dis- 
covered him. 

Mr Newman— I called him a liar when he said 
that before and I call him a liar again. 

Mr HAYDEN— I can nearly wind up now be- 
cause I do not like to see the honourable member 
for Bass in an apoplectic condition. On 1 1 March 
1982, as reported as page 97 of the record of par- 
liamentary debates, I said: 



The Deputy Prime Minister did stand up this afternoon 
and deny the allegations. I accept his denial. 

That was my first available opportunity to string 
more than three words together and, given the op- 
portunity, I killed off the problems the Govern- 
ment had generated by its sheer unexampled 
stupidity. The honourable member for North Syd- 
ney (Mr Spender) said: 

But you accepted a denial. Do you accept it or not? 

He said that with that sort of chewing gum accent 
that comes from the north shore of Sydney. I said: 
'What?' Well, I have a hearing problem and some- 
times, I must* confess, it is convenient. The 
honourable member said: 'His denial'. I said: 

Yes. I said that I accepted it. 

All of this development in relation to the then 
Deputy Prime Minister, now Leader of the 
National Party, was generated by the ingenuity of 
the then Government and by no one else. On the 
first opportunity I had I accepted his denial. Had I 
not been interrupted I would have made the de- 
nial for him. I would have made it effectively, and 
the silly thing would not have got out of hand. For 
that, the then Government, now Opposition, has 
so much to thank the honourable member for 
Bass. We on this side of the House thank him for 
being here to. 



£VIEW OF SPECIAL BROADCASTING 
SERVICE 
Report and Ministerial Statement 

Mr \pUFFY (Holt — Minister for 
Communications) (8.30)— For the information 
of the Ho\ise I table the review of the program 
commissioning and purchasing policies of the 
Special Broaoeasting Service and the response of 
the Special Broadcasting Service. 

Motion (by fyr Beazley) - by leave agreed 

to: 

That this House, in accordance with the provisions of 
the Parliamentary Paper* Act 1908, authorises the publi- 
cation of the Report to th\ Minister for Communications 
of the Review of the Program commissioning and pur- 
chasing policy of the Special IJroadcasting Service and the 
response of the Special Broadcasting Service. 

Mr DUFFY ( H o 1 V— Minister for 
Communications) — by leSwe — The Special 
Broadcasting Service— SBS— tk a statutory body 
established under the Broadcasting and Tele- 
vision Act 1942, which commenced operations on 
1 January 1978. Its charter at th^i time was to 
provide multilingual radio services through 
stations 2EA Sydney and 3EA Melbourne. In 
January 1980, acting on the recommendations of 
the Ethnic Television Review panel, theNprevious 
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Nugan allegations 

SYDNEY. — Retails of financial 
transactions involving the Nugan 
Hand Bank and a company owned 
by the family of the NSW Opposi- . 
tion Leader, Mr Greiner, have! 
been sought in the NSWf 
Parliament 

Mr Richard Face (Labor, 
Charlestown) asked the Minister 
representing the Attorney-Gen- 
eral, Mr Landa, yesterday about 
four transactions in 1980 involv- 
ing a total of $650,000. 

The Corporate Affairs Commis- 
sion is examining almost 60 ques- 
tions on notice raised by Mr Face 
earlier this week relating to the 
Whitejtiy gr Corpo r ation Limited , 
'accompany owned by the Greiner 
family, and its dealings with the 
Nugan Hand Bank. 






F 83/ 631 



PART No. 



DEPARTMENT OF THE TREASURY 



Div 


Brch 


TITLE 

E-O. RoYdL COrvl/ylfSSia^J OF fr4Q\J[ft,1 


I fit To 




ACTlviT/lZS OF Ttf£ /V0r«4W f^Hb CJZouP. 





Please note: All entries below are to be made by 
Information Services Centre staff only. 



/ FUNCTION DESCRIPTOR (38) 



1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 


VtlNAL DESCRIPTOR (38) GENERAL INDEX □ 


RESTRICTED INDEX □ 




i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i 1 1 1 1 1 1 


DGRAPHICAL DESCRIPTOR (20) 


TSY/ORGN. 
DESCRIPTOR 


YEAR 
DESCRIPTOR 


1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 




1 1 1 




. 1 



JJECT DESCRIPTORS (25) (maximum 3) 



DIO Init. 



J I I I I I I I I I I I I I L 



I I I I I I I I I I I I I I I I I I I I I I I L 



I I I I I I L 



J I I L 



J I I I I I I I I I L 



/AR. 



DIO Init. 



1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 




i i I I I I I I 1 i i | I I i 1 I 1 1 A 1 1 1 1 




i i i l i i i i l i i i i i i i i i i i i i i i 




i i i i I 1 I I I I 1 I I I I i i i i i i i i i 




1 1 I 1 I i 1 1 1 1 I i I i 1 1 i i i i i I 1 J 





FID 



p 




-n 




00 




s. 




cn 


















to 4o4. 



tfiV,?i7, 1 




1 1/ 1 1 11 




1 1 A 1 1 1 




B 1 1 A 1 1 i 


— — 1 



